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Fischer  calls  for 
EU  political  union 
to  follow  the  euro 
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‘ German  foreign  minister  and 
i/  deputy  chancellor  Joschika 
y Fischer  celled  for  political  union 
f to  become  the  goal  of  the  EU  as 
an  essential  counterpart  to  the 
Introduction  of  the  euro. 

Europe,  Page  2 

Ecevtt  outlines  secularist  policy 
Bulerrt  Ecevtt,  Turkey's  new 
prime  minister,  outlined  a 
staunchly  secularist  programme 
and  vowed  to  follow  the  princi- 
ples of  Mustafa  KemaJ  Ateturic, 
founder  of  the  modem  Turkish 
state.  Europe,  Page  3 

Oresson  under  growing  pressure 
Edith  Cresson,  the  former  French 
prime  minister,  was  coming 
under  Increasing  pressure  from 
the  European  parliament  to 
resign  as  the  European  Commis- 
sion battled  to  avoid  being  voted 
out  of  office.  Europe,  Page  2 

Jt  Mystery  of  Chula’s  missing  billions 
, 01  China’s  foreign  exchange 
jT  reserves  Increased  by  just  $5.1  bn 
* to  $145 bn  last  year,  raising  the 

embarrassing  question  of  where 
most  of  $88.9bn  in  reported 
trade  and  investment  gains  has 
gone.  Asia-Pacific,  Page  6 

US  warns  Japan  over  steel 
The  US  warned  Japan  to  cut 
steel  exports  quickly  or  face 
retaliatory  action,  as  tensions 
between  Washington  and  Tokyo 
moved  to  the  centre  of  an 
escalating  dispute.  Page  12 

Poflce  seek  ewe  conman 
Barcelona  police  have  been 
investigating  a conman  trying  to 
persuade  elderly  people  their 
pesetas  are  about  to  become 
worthless  and  need  changing 
into  euros.  Europe,  Page  2 

Netanyahu  attacked  aver  spending 
Israeli  opposition  leaders  critic- 
} teed  prime  minister  Benjamin 
Netanyahu  for  launching  a 
spotding  spree  ahead  of  May  17 
elections.  International,  Page  4; 
Observer,  Page  11 

Elton  Jotai  issues  negligence  writ 
Musician  Elton  John  issued  a writ 
alleging  negligence  against 
Andrew  Haydon,  former  director 
of  William  A.  Bong,  his  master 
company,  and  Pricewaterhouse- 
C 00 pens.  Britain,  Page  7 

Russian  Communist  Party  split 
A spit  threatens  Russia's 
Communist  party  after  a group  of 
prominent  leftwingers  said  they 
intended  to  contest  parliamentary 
elections  on  a separate  platform. 
Europe,  Page  3 

US  makes  nuclear  test  ban  priority 
US  President  Clinton's  national 
security  adviser  said  US  ratifica- 
tion of  the  treaty  banning  nuclear 
testing  would  be  a priority  this 
> f year,  International,  Page  4 

French  inflation  lowest  shew  1054 
France  ended  1998  with  Inflation 
running  at  an  annualised  0.3  per 
cent,  the  lowest  rate  recorded 
since  1954.  Europe,  Page  2 

Austria  rejects  Bnnseb  budget  call 
The  Austrian  government 
rejected  a call  by  the  European 
Commission  for  stricter  budget- 
ary discipline.  Europe,  Page  2 

In  Hebrew,  for  ‘euro’  read  ‘arrow’ 
Israeli  lexicographers  have 
decided  that  the  euro  will  be 
pronounced  and  speNed  in 
Hebrew  as  ‘‘arrow". 
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Prada  makes  $140m 
by  selling  stake  in 
Gucci  to  LVMH 


Prada,  the  Italian  fashion  group, 
made  a profit  of  $140m  by  sell- 
ing Its  9.5  per  cent  stake  In  rival 
Gucd  to  LVMH,  the  French  lux- 
ury goods  group.  Companies 
and  Markets,  Page  13 

China  is  heading  a trio  of 
emerging  market  borrowers  plan- 
ning to  launch  bonds  denomi- 
nated In  euros.  The  bonds  would 
be  the  first  In  the  currency  by 
sovereign  borrowers  from  emerg- 
ing markets  since  its  creation. 
Page  12;  Bonds,  Page  20 

G&t  Industries  of  France  and 
Vickers  of  the  UK  took  a step 
towards  rationalisation  of 
Europe's  armoured  vehicle  indus- 
try by  signing  a letter  of  intent  to 
co-operate  on  marketing,  design 
and  development  European 
companies.  Page  16 

Arjo  Wiggins  Appleton  announced 
a shake-up  of  Its  businesses  in 
moves  seen  as  a prelude  to  a 
possible  break-up  of  the 
Anglo-French  papa  group.  Corn- 
parties  and  Markets,  Page  13; 
Observer,  Page  11;  Lex,  Page 
12,  Origami  tactics,  Page  18 

Toyota  Motor  president  Hiroshi 
Okuda  is  set  to  resign  his  post  at 
Japan's  leading  carmaker  after 
being  nominated  to  head  the 
Nikkei ren,  a prominent  group  of 
business  leaders.  Asia-Pacific 
companies.  Page  14;  Japanese 
carmakers.  Page  14 

HypoVentinsbank  of  Munich  and 
Commerzbank  of  Frankfurt  are 
sat  to  decide  on  the  future  of 
Adig,  the  German  fund  manage- 
ment group  that  they  own.  Inter- 
national companies,  Page  17  l 

Sweden's  largest  union 
movement  called  for  an  investi- 
gation into  a sharp  increase  in 
the  number  of  leading  companies 
that  are  moving  their  headquar- 
ters overseas.  Europe,  Page  3 

Tractebd,  the  Belgian  energy 
group,  declined  to  comment  on 
reports  that  Gerard  Mestrallflt, 
chief  executive  of  French  giant 
Suez  Lyonnaise  des  Eaux,  would 
oust  its  chairman,  Philfipe  Bod- 
son,  by  March.  European  com- 
panies, Page  16;  Lax,  Page  12 

lbs  Italian  government  said  It 
would  sell  its  remaining  4.5  pa 
cent  stake  in  Telecom  Italia  by 
the  end  of  April.  International 
companies.  Page  17 

Shares  In  UK  pub  and  drinks 
companies  were  hit  after  one 
operator  blamed  the  country's  flu 
epidemic  for  a fall  in  Christmas 
sales.  UK  companies,  Page  18 

The  World  Trade  Organisation 
decided  that  a panel  should  rule 
on  whether  the  BJ's  amended 
banana  import  regime  complies 
with  previous  WTO  Judgments. 
Trade,  Page  6 

ACE,  the  Bermuda-based 
Insurance  group,  agreed  to  buy 
Cigna’s  global  property  and 
casualty  insurance  business  for . 
$3.45bn  In  cash.  Companies 
and  Markets,  Page  13 
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Japan  buys  dollars  in 
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On  the  eve  of 
a new  revolution 

Separate  section 


U-turn 


Bank  acts  to  force  yen  down  in  Tokyo  after  complaints  over  rising  currency’s  damage  to  exporters 


By  Paul  Abrahams  and  GWan  Tett  to 
Tokyo,  Aten  Bsatfio  Is  London  and 
Gerard  Baker  In  Washington 


The  Japanese  authorities 
intervened  yesterday  to  support 
fho  (friijar  for  the  first  time  ojprw 
1995  in  an  apparent  reversal  of 
recent  exchange  rats  policy. 

The  unilateral  intervention 
forced  the  yen  down  against  the 
US  currency  by  Y4  to  T13233  in 
Tokyo  trading:  ft  followed  vocif- 
erous complaints  from  Japanese 
Industrialists  about  rfra  itanwigp 
the  sharp  appreciation  was  caus- 
ing exporters,  and  signs  of 
nrtAaffi  jp'sicle  the  government 

Traders  reported  that  the  Bank 
of  Japan  hud  bought  around  flbu 
worth  of  dollars  during  the  day 
ftom  a range  of  Tokyo-based 
humhf,  although  others  later  esti- 
mated the  intervention  at 
between  $8m-f3bn. 

That  was  small  compared  with 
the  $20bn  the  Bank  spent  pur- 
chasing yen  last  spring  to  boost 
the  Japanese  currency.  However, 
traders  said  that  in  a thin  market 
the  currency  was  more  sensitive 


to  signals  or  rumours  of  Interven- 
tion. ■ 

Derek"1  Halpenny,  currency 
economist  at  the  Bank  erf  Tokyo- 
Mitsubishi  In  London,  said  the 
breach  of  the  Y110  level  had 
apparently  been  the  spur  to  inter- 
vention. 

“There  was  a fear  that  the  yen 
would  have  gone  on  and 
approached  the  Y100  level 


against  the  dollar  unless  some 
action  was  taken,"  he  said. 

Analysts  said  the  Bank  of 
Japan  seemed  content  with  the 
yen  in  the  Y110-120  range,  and  it 
was  unlikely  to  intervene  agafn 
unless  the  currency  rose  once 
mare  above  YlIO. 

Last  week  roanira  Sakakibara, 
Japan's  vice-finance  minister, 
appeared  to  endorse  a stronger 


yen  with  comments  that 
prompted  the  Japanese  currency 
to  jump  to  Y108  against  the  dol- 
lar on  Monday,  its  highest  level 
for  28  months. 

His  stance  - and  the  yen's 
recent  rise  - caused  dismay 
among  senior  officials  in  the 
Bank  of  Japan  who  have  argued 
during  the  last  year  that  the  Jap- 
anese economy  needed  a weaker 
yen  to  boost  growth. 

Yesterday  Mr  Sakakibara  - 
accompanying  prime  minister 
Keizo  Obuchi  on  a European  tour 
to  bolster  the  yen's  status  along- 
side the  dollar  and  the  euro  - 
modified  his  earlier  remarks. 

He  said:  “An  excessively  strong 
yen  Is  undesirable,  as  is  an  exces- 
sively weak  yen." 

Hh-fimn  Nnnaka.  chief  cabinet 
secretary  and  the  leading  govern- 
ment spokesman,  said  after  the 
intervention  that  “excessive 
appreciation  or  depredation 
aren't  something  we  want  from 
the  standpoint  of  the  economy”. 

Internal  economic  pwiftiE  used 
by  institutions,  such  as  the  Eco- 
nomic Planning  Agency  imply 


that  a 10  per  cent  sustained  rise 
in  the  value  of  the  currency 
could  reduce  growth  more  than 
(15  percentage  points  In  a year. 

This  suggests  the  currency's 
recent  rise  would  ofifcet  most  of 
the  impact  of  the  government’s 
huge  stimulus  package,  say  offi- 
cials. In  August  the  yen  ten  to  a 
year  low  of  Y147J24.  By  Monday  it 
had  appreciated  26  per  cent 

Bank  officials  insist  that  a 
stronger  yen  is  unlikely  to  help 
the  banking  sector  because  the 
banks  have  slashed  overseas 
assets  in  recent  mouths  as  part  of 
their  restructuring. 

Bank  of  Japan  data  shows  that 
Japanese  banks’  overseas  assets 
tell  to  Y12,000bn  in  October  to 
reach  Y96J3O0bn.  That  is  the  low- 
est level  for  15  years  and 
YtfJXXftm  down  an  a year  earlier. 

The  intervention  came  as  trade 
tamatftiM  between  Japan  and  the 
US  Intensified  over  steel  and 
other  manufactured  exports. 

Doflarfen  debate.  Page  5i  Martin 
WoH,  Page  10;  Banda,  Page  20;  Cur- 
rencies, Page  21 


Murdoch  says  new  internet 
companies  are  overvalued 


By  John  Gappar  in  London  and 
ShoBa  McNulty  In  Kuda  Lumpur 


Rupert  Murdoch,  who  beads 
News  Corporation,  the  interna- 
tional media  company,  yesterday 
punctured  the  euphoria  about 
internet  stocks,  saying  many  new 
companies  in  the  industry  were 
heavily  overvalued  and  unlikely 
to  meet  profit  projections. 

B3s  remarks  came  as  internet 
stocks  in  New  York  broke  their 
unprecedented  rally  of  recent 
weeks,  during  which  shares  in 
companies  such  as  Yahooi,  Amer- 
icarOnHxSTBfid  Amazamcam  have 
often  risen  more  than  10  per  cent 
daily. 

Mr  Murdoch's  scepticism  is 
likely  to  fuel  the  growing  debate 
about  the  valuation  of  internet 
companies  that  are  unlikely  to 
produce  profits  in  the  short  term. 
The  market  valuation  of  AOL, 
the  Internet  service  provider, 
recently  exceeded  that  of  Walt 
Disney,  the  US  media  company. 

Speaking  in  Singapore,  Mr 
Murdoch  said  News  Corp  would 
'certzdniy  not  be  making  take- 
overs of  large,  or  already  over 
capitalised  companies”.  The 


internet  was  “not  the  death-knell 
of  the  old”  among  media  com- 
panies. he  added. 

The  strong  rise  in  internet- 
related  corporate  valuation  has 
been  driven  by  investors'  grow- 
ing belief  that  groups  such  as 
AOL  can  transform  distribution 
of  information  and  entertain- 
ment, and  persuade  consumers  to 
buy  products  on  line. 

Shares  in  Yahoo!,  the  search 
engine,  which  soared  21  per  cent 
on  Monday,  fell  hack  to  9404 
in  early  trading  in  New  York. 
Elsewhere  j&the  sector,  AOL  was 
off  |5  at  $160  while  AprseoiLcom, 
the  on-lin^,book  store,  was  off 
916%  at  $168. 

Mr  Murdoch,  whose  media  con- 
glomerate was  founded  on  news- 
papers in  Australia,  said  he  was 
sceptical  about  the  projected 
growth  of  such  companies. 

News  Corp  has  been  among  the 
most  cautious  of  the  world’s  larg- 
est media  companies  in  investing 
in  internet  enterprises.  Bertels- 
mann, the  German  publishing 
group,  has  stakes  in  AOL  and 
barnesandnoble.com,  another 
online  bookstore.  - 

Mr  Murdoch  said  News  Corp's 


traditional  competitors  were 
being  just  as  cautious  and  it  did 
not  “see  any  need  to  hurry  this. 
The  bag  stars  of  the  internet  like 
AOL,  Amazon.com  or  Yahoo! 
were  not  the  creation  of  old 
media  companies”. 

Mr  Murdoch  said  internet  com- 
panies would  exist  alongside 
those  in  traditional  media  such 
as  television  and  radio,  but  the 
internet  would  “destroy  more 
businesses  than  it  creates"  by 
“wiping  out  the  middlemen”  in 
transactions. 

He  emphasised  bis  company’s 
axnriSbns  m Asia,  saying  it  was 
keen  to  show  news  programmes 
on  its  television  networks  such 
as  Star  TV  in  Asia,  despite  claims 
by  critics  that  he  censored  news 
outlets  to  avoid  offending  China. 

Mr  Murdoch  said  he  was  stfll 
some  way  from  reaching  a deal  to 
invest  up  to  $250m  in  a new  sub- 
sidiary of  Kirch  Group,  the  loss- 
making  Germany  media  group. 
Kirch  has  been  seeking  $750m 
from  investors  to  cCbet  pay  tele- 
vision losses. 

Ln.TagalS! 
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Face  In  the  crowd:  US  dvfmca  Mcratafy  WRBam  Cation,  pictured  vWttaig 
Yokota  airbase  near  Tokyo,  warned  yesterday  that  Iraq  would  pay  a price  if  It 
cheBenged  US  and  BritWi  fete  poffdng  no-fly  zones.  Report,  Page  4 Reuters 


EU  manufacturing 
declines  suddenly 


By  WoftgsBfl  Wtoehau  In  Frankfort 


European  manufacturers  suffered 
a sudden  and  accelerating  decline 
in  business  activity  during  the 
fourth  quarter  last  year,  accord- 
ing to  the  first  purchasing  man- 
agers’ index  published  for  the 
euro-rone. 

The  figures  may  add  to  the 
pressure  on  the  European  Cen- 
tral Bank  to  cut  interest  rates 
early  this  year. 

Gloom  about  Europe’s  manu- 
factoring  sector  was  corroborated 
yesterday  by  German  data,  show- 
ing  a 23  per  cent  monthly  drop 
in  industrial  production  during 
November.  The  decline  was 
largely  due  to  a tell  In  orders 
from  Asia  and  Latin  America. 

Yesterday’s  data  suggest  that 
the  euro  - the  single  currency 
launched  on  January  1 for  11 
European  economies  - may  have 
started  In  a far  wane  economic 
rHmflte  than  thought 

According  to  OTC  Research,  a 
UK-based  group  that  also  pub- 
lishes the  PMf  far  the  UK,  the 
PMI  in  the  euro-zone  ten  from 
493  in  October  to  46J9  In  Decem- 
ber, against  a level  of  50.  which 
represents  no  change  in  business 
activity. 

Input  prices  - the  prices  of  raw 

■mafwHwTo  «mri  iwiniwiMyriiii^TTriri 

goods  - showed  the  most 


extreme  decline  with  an  index 
level  of  37.6,  signalling  steep  and 
protracted  input  price  deflation. 
It  was  the  eighth  consecutive 
monthly  fall  in  input  prices, 
according  to  NTC. 

Manufacturing  output,  new 
orders  and  employment  uni- 
formly contracted  dining  Decem- 
ber. 

The  euro-zone  PMI  Is  based  on 
data  from  Germany,  France. 
Italy,  Spain  and  Ireland,  covering 
82  per  cent  of  total  manufactur- 
ing activity  in  the  eurozone.  In 
the  UK,  the  PMI  is  considered 
one  of  the  most  accurate  indica- 
tors. Stephan  Monissen,  London- 
based  economist  at  Salomon 
Smith  Barney,  the  securities 
firm,  said  the  weak  industrial 
output  data  for  Germany 
suggested  the  economy  was  more 
sluggish  than  be  bad  expected. 

He  said  the  EGB  would  proba- 
bly cut  Interest  rates  in  the 
spring  “with  a decant  chance  of  a 
second  cut  in  mid-199B". 

The  gloomy  manufacturing 
data  contrast  starkly  with  contin- 
ued optimism  among  euro-zone 
consumers. 

A European  Commission  sur- 
vey published  yesterday  said  con- 
sumer  confidence  is  running  at 
the  Mghws*  level  this  decade. 


Bury  RBay,  Page  13 
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Safety-Kleen  Europe  Ltd 
€180,900,000 

Management  Buy-Out 


First  UK  Management  Buy-Out 
substantially  funded  in  €uros 

Sterling  and  €uro  Senior  Debt  and 
Working  Capital  Facilities 


Arranged  Sc Underwritten  by 

NatWest  Acquisition  Finance 
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EU  PRESIDENCY  GERMAN  AGENDA  SETS  OUT  FEDERALIST  VISION  WITH  QUALIFIED  MAJORITY  VOTING 

Fischer  says  goal  is  political  union 


By  Quentin  Peel  in  Strasbourg 

Joschka  Fischer,  Germany's 
foreign  minister  and  deputy 
chancellor,  gave  a ringing 
call  yesterday  to  make  politi- 
cal union  the  goal  of  the 
European  Union  as  an  essen- 
tial counterpart  to  the  intro- 
duction of  the  euro. 

He  called  for  majority  vot- 
ing to  become  the  norm  in 
all  aspects  of  EU  decision- 
making except  for  “ques- 
tions of  fundamental  impor- 
tance such  as  treaty  amend- 
ments1', and  more  powers  for 
the  European  parliament  to 


provide  democratic  control 
over  other  EU  institutions. 

Mr  Fischer,  leader  of  the 
minority  Green  parly  which 
shares  power  with  Ger- 
many’s Social  Democrats, 
also  said  a European  charter 
of  basic  rights  would  be 
launched  as  an  Initiative  of 
the  German  government. 

In  a formal  presentation  to 
the  European  parliament  of 
his  government's  agenda  for 
its  six-month  presidency  of 
the  EU,  be  spelt  out  an 
unashamedly  federalist 
vision  of  the  future  for  a 
united  Europe. 


“The  introduction  of  a 
common  currency  is  not  pri- 
marily an  economic,  but 
rather  a sovereign,  and  thus 
eminently  political  act,"  he 
said.  But  he  warned  the 
pooling  of  11  currencies  in 
the  euro,  without  creating 
political  and  democratic 
structures,  would  create  a 
tension  which  would  “under- 
mine the  current  status  quo 
in  the  not  too  distant  future. 

“We  must  therefore 
strengthen  the  EU's  ability 

for  political  action,  and  gear 
its  internal  structures  to  the 
new  tasks.  Political  union, 


including  new  member 
states,  must  be  our  lodestar 
from  now  on,”  he  said. 

Although  he  is  known  as 
the  most  passionate  advo-' 
cate  of  an  integrated  Euro- 
pean Union  in  the  new  Ger- 
man government,  Ur 
Fischer's  statement  also  rep- 
resents official  policy.  It 
could  well  cause  difficulties 
for  the  British  government 
in  its  cautious  efforts  to  per- 
suade a Euro-sceptic  UK 
public  to  accept  the  single 
currency,  as  well  as  for 
other  euro  outsiders  such  as 
Denmark  and  Sweden. 


Ur  Fischer  spelt  out  four 
Immediate  objectives  and 
four  long-term  ambitions  for 
Germany's  EU  policy.  He 
underlined  his  determina- 
tion to  reach  agreement  on 
Agenda  2000,  the  package  of 
budget  reforms  intended  to 
stabilise  spending  and  clear 
the  way  for  eastern  enlarge- 
ment of  the  EU  by  the  end  of 
March.  “The  negotiations 
will  be  very  difficult.”  he 
admitted.  At  the  same  time 
he  insisted  Germany  wanted 
fairer  burden-sharing  in  fin- 
ancing the  budget. 

His  three  other  immediate 


priorities  were  a new  pact  on 
fighting  unemployment, 
progress  In  the  negotiations 
to  enlarge  the  EU,  and 
strengthening  the  foreign 
policy  capacity  of  the  Union. 
He  proposed  starting  an 
Intergovernmental  confer- 
ence to  resolve  the  constitu- 
tional reforms  needed  for 
further  political  integration 
in  2001. 

In  the  long  term,  Mr 
Fischer  called  for  more 
democracy.  Including  a char- 
ter of  basic  rights,  and  a 
stronger  emphases  on  human 
rights  in  EU  foreign  policy- 


Anger  grows  over 
Cresson  and  Marin 


Conurassioiiers  underfire 


By  Nefl  Buckley  and  Quentin 
Peel  In  Strasbourg 

Edith  Cresson,  the  former 
French  prime  minister,  was 
coming  under  increasing 
pressure  from  the  European 
parliament  to  resign  last 
night  as  the  European  Com- 
mission battled  to  avoid 
being  voted  out  of  office. 

Both  Mrs  Cresson.  now  the 

European  Union’s  education 
commissioner,  and  Manuel 
Marin,  a Commission 
vice-president  were  urged  to 
quit  over  alleged  maladmin- 
istration in  their  depart- 
ments. They  were  named  In 
resolutions  by  three  parlia- 
ment groups  - including  the 
second-biggest,  the  mainly 
Christian  Democrat  Euro- 
pean People's  party. 

There  was  particular 
anger  with  Mrs  Cresson, 
however,  following  her  defi- 


ant performance  before  par- 
liament on  Monday,  when 
she  repeated  denials  of  any 
personal  wrongdoing  and 
Insisted  there  had  been  no 
fraud  or  mismanagement  in 
programmes  voider  her  con- 
trol. The  moves  against  indi- 
vidual commissioners  made 
it  dear  Jacques  San  ter,  Com- 
mission president,  had  failed 
to  defuse  the  crisis  in  his 
speech  on  Monday  when  he 
pledged  “zero  tolerance”  of 
fraud. 

The  EU  executive  faces  a 
parliamentary  censure 
motion  tomorrow  that  could 
— although  this  remains 
unlikely  - force  all  20  com- 
missioners to  resign.  Urgent 
attempts  to  negotiate  a com- 
promise between  the  two  EU 
Institutions  and  between 
political  groups  in  parlia- 
ment were  continuing  last 
night. 


The  resolutions  against 
Mrs  Cresson  and  Mr  Marin 
were  denounced  by  the 
Socialist  group,  parliament’s 
biggest,  as  “party  political” 
attacks  on  socialist  commis- 
sioners. The  Socialists  pres- 
ented their  own  resolution 
saying  that  tf  individual 
commissioners  were  deemed 
culpable  of  mismanagement, 
Mr  Santer  - a Christian 
Democrat  - should  step 
down  too.  Both  the  202- 
strong  EPP  and  the  Euro- 
pean Liberal  Democrats,  par- 
liament’s third-Largest  group 
with  42  members,  adopted 
the  same  wording  on  Mrs 
Cresson  and  Mr  Marin. 

- They  called  on  Mrs  Cres- 
son to  accept  responsibility 
for  “bad  administration”  In 
Leonardo,  a programme  to 
support  vocational  training 
projects  in  the  EU.  Mr  Marin 
was  called  on  to  take  respon- 
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Vice  president  and 
commissioner  tor 
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Merftenanean 
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East,  tafln  America 
and  parts  of  Asia. 
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sibility  for  “misuse  of 
humanitarian  aid  funds  for 
other  purposes”  in  Echo,  the 
EU’s  humanitarian  aid 
office.  The  Greens  referred 
only  to  the  “possibility”  of 
dismissing  Mr  Marin,  but 


said  the  Commission  should 
use  its  powers  to  ask  the 
European  Court  of  Justice  to 
retire  Mrs  Cresson. 

Mrs  Cresson's  refusal  to 
acknowledge  any  fault  on 
Monday  had  angered  some 


MEPs.  Mr  Marin,  in  contrast, 
admitted  he  might  have 
made  mistakes,  but  added 
“during  all  the  time  I have 
been,  a commissioner.  I have 
never  consented  to  or  cov- 
ered up  any  case  of  fraud." 


INSEE  ESTIMATE  1998  ENDED  WITH  LOWEST  ANNUALISED  RATE  RECORDED  SINCE  1954 

French  inflation  running  at  0.3% 
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By  Robert  Graham  in  Parts 

France  ended  1998  with 
inflation  running  at  an  ann- 
ualised 0.3  per  cent,  the  low- 
est rate  recorded  since  1954, 
according  to  Insee,  the  offi- 
cial statistic  agency. 

The  figure,  though  provi- 
sional, was  considerably 
below  the  official  forecast  of 
1 per  cent  made  in  the  first 
half  of  the  year.  It  was  also 
among  the  most  stable  in  the 
European  Union  and  among 
the  industrialised  nations  of 
the  Organisation  for  Eco- 
nomic Co-operation  and 
Development  (OECD). 

According  to  Insee.  con- 
sumer prices  in  December 
were  virtually  unchanged  at 
CKL1  per  cent  after  holding 
similarly  steady  in  Novem- 


ber. Energy  prices  Sell  0J3  per 
cent  during  December. 

This  brought  the  year-on- 
year  fall  in  energy  prices  to 
minus  5.2  per  cent  mid  was  a 
main  component  in  driving 
France's  inflation  perfor- 
mance down  to  record  lows. 

“One  of  the  key  factors  in 
this  new  disinflation  has 
beat  the  fall  in  the  price  of 
petrol"  Dominique  Strauss- 
Rabn,  finance  minister,  said 
yesterday. 

Oil  and  gas  prices  came  in 
well  below  forecasts  made  at 
the  beginning  of  last  year. 
At  the  same  time,  food 
prices,  usually  exercising  a 
Strong  pull  on  inflation,  had 
been  contained  throughout 
the  year. 

If  these  trends  continued 
with  only  a modest  rise  in 


the  price  of  petrol,  econo- 
mists predicted  France's 
headline  inflation  thia  year 
would  remain  below  1 per 
cent  and  similar  to  that  of 
Germany. 

However,  in  the  case  of 
France,  service  sector  prices 
were  expected  to  rise  faster, 
reflecting  a stronger  employ- 
ment picture  than  in  Ger- 
many. The  cost  of  services 
rose  2 per  cent  year-on-year 
in  1998. 

Mr  Strauss-Kahn  also 
emphasised  that  France  had 
achieved  this  historically 
low  inflation  during  a year 
of  dynamic  3 per  cent 
growth,  the  most  robust  in 
theEU. 

Strong  consumer-led 
growth  accompanied  by  low 
inflation  occurred  against  a 


background  of  the  biggest 
increase  in  household  pur- 
chasing power  in  a decade. 
Household  spending  power 
was  up  3.4  per  cent  last  year. 

The  biggest  beneficiaries 

Of  this  increased  purchasing 

power  were  France’s  441m 
civil  servants,  who  were 
awarded  what  turned  out  to 
he  an  advantageous  pay 
increase. 

In  advance  of  the  March 
1998  regional  elections,  civil 
servants  were  given  a two- 
stage  L3  per  cent  pay  rise 
for  1998  on  the  basis  that 
inflation  would  be  just  over 
l per  cent. 

Private  sector  pay  awards 
were  more  moderate, 
reflecting  employers'  con- 
cerns about  the  Introduction 
of  a 35-hour  week  from  the 


year  2,000.  In  the  dimate  of 
falling  inflation,  the  Social- 
ist-led government  of  Lionel 
Jospin  will  be  watching 
closely  for  signs  of  the  econ- 
omy slowing  down. 

Of  late,  the  official  target 
of  2.7  per  cent  growth  for 
1999  has  begun  to  look 
increasingly  unlikely  as 
industry  feds  the  impact  of 
the  emerging  markets  crisis. 


BUDGET  STRATEGY  COMMISSION  SAYS  STRICTER  DISCIPLINE  NEEDED 


Austria  rejects  belt-tightening  demand 


By  Mfctnd  Smith  in  Brussels 

The  Austrian  government 
yesterday  rejected  a call  by 
the  European  Commission 
for  stricter  budgetary  disci- 
pline, saying  there  was  no 
scope  for  further  belt- 
tightening. 

It  was  reacting  to  a Com- 
mission warning  that  it  was 
in  danger  of  breaching  the 
terms  of  a “stability  pact” 
aimed  at  controlling  spend- 
ing by  euro-zone  govern- 
ments in  the  interests  of  the 
single  currency. 

The  Commission  said  Aus- 
tria's budget  strategy  to  2002 
was  “risk  prone”  and  an 


additional  safety  margin  was 
needed  to  “insure  against 
unforeseen  developments  in 
economic  activity  and  in  the 
public  finances”. 

Rudolf  Edlinger,  Austria's 
finance  minister,  said  there 
could  be  no  further  belt- 
tightening in  the  country  fol- 
lowing years  of  budgetary 
consolidation. 

Yesterday's  dash  between 
Brussels  and  Vienna  could 
be  the  first  of  a series 
between  the  Commission 
and  EU  countries. 

The  Commission  will  com- 
plete examination  within 
two  months  of  the  stability 
programmes  of  single  cur- 


rency participants  and  the 
convergence  plans  of  the 
other  four  EU  states.  It  has 
approved  those  of  Finland, 
the  Netherlands,  Greece  and 
Denmark  without  serious 
adverse  comment  and  said 
yesterday  Ireland's  plan  ful- 
filled the  requirements  of 
the  stability  pact 
The  assessments  aim  at 
preventing  countries  breach- 
ing the  stability  and  growth 
pact  agreed  at  the  1997  EU 
summit  It  set  a key  upper 
limit  of  3 per  cent  for  the 
ratio  between  budget  deficits 
and  gross  domestic  product 
Failure  to  meet  that  limit 
could  lead  to  fines  of  up  to 


0-5  per  cent  of  GDP,  but  such 
punishments  would  only  be 
imposed  in  extremis. 

Austria’s  programme 
envisages  a reduction  in  the 
budget  deficit  ratio  to  1-4  per 
cent  of  GDP  from  last  year's 
241  per  cent,  and  a cut  in 
gross  public  debt  to  GO  per 
cent  of  GDP  from  last  year’s 
64.4  par  cent 

The  Commission’s  report  - 
adopted  at  the  initiative  of 
Jacques  Santer,  president, 
and  Yves-Thibault  de  Silguy. 
monetary  affairs  commis- 
sioner - said  “under  normal 
cyclical  conditions”  this  bud- 
get deficit  target  provided 
the  necessary  margin  to 


avoid  breaching  the  stability 
pact's  3 per  cent  limit  But 
the  report  called  for  further 
action  on  the  deficit  to  guard 
against  unforeseen  develop- 
ments. 

The  Commission  said 
Ireland  had  given  realistic 
budget  surplus  projections, 
but  in  its  case  a tighter  fiscal 
policy  would  help  contain 
risks  from  rising  wages  and 
inflationary  pressures. 

Ireland  sees  GDP  growth 
falling  from  9-5  per  cent  in 
1998  to  5.8  per  cent  in  2001, 
the  budget  surplus  declining 
from  1.7  to  L6  per  cent  of 
GDO  and  debt  from  59  to  43 
per  cent  of  GDP- 


Euro-cheat 

targets 

Spanish 

pensioners 

By  David  White  to  Madrid 


Less  than  two  weeks  after 
the  launch  of  the  euro,  the 
first  euro-swindles  are  being 
reported  in  Spain. 

In  a country  where  confi- 
dence tricks  sometimes  fallen 
elaborate  forms,  conmen 
have  found  in  the  new  cur- 
rency a straightforward  way 
of  hoodwinking  pensioners 
out  their  cash  savings. 

Police  in  Barcelona  have 
been  investigating  com- 
plaints about  a well-dressed 
man  trying  with  varying 
success  to  persuade  elderly 
people  that  their  pesetas  are 
about  to  become  worthless 
and  need  changing  into 
euros,  In  one  instance,  the 
victim  lost  Pta80,000  (€480, 
$555).  The  newspaper  El  Per- 
iodic o de  Catalunya  said 
similar  swindles  have  been 
carried  out  in  towns  around 
Barcelona.  In  most  cases,  the 


visitor  claims  to  represent 
the  victim's  bank. 

Warning  that  the  peseta 
will  cease  to  be  valid  this 
month,  and  to  spare  the  cus- 
tomer the  inconvenience  of 
taking  ftaah  to  the  bank,  he 
offers  to  take  it  and  either 
pay  the  money  into  the  vic- 
tim's savings  account  or 
exchange  it  within  a few 
days  for  euro  notes. 

Makers  of  coin-operated 
machines  are  concerned 
about  an  increased  risk  of 
counterfeiting.  Azkoyen,  the 
leading  Spanish  maker  of 
vending  machines,  plana  to 

Start  sailing  units  this  year 
capable  of  accepting  and  giv- 
ing changn  in  euros. 


news  digest 


M0SC0W-PARIS  TIES  STRENGTHENING 


Call  to  review  non-alignment 

Finland  will  need  to  review  its  non-aliflrtfnant  pt^  B Nato 
assumes  a broader  rote  in  future  European  aecugy 
arrangements,  Anneli  Taina,  defence  minister,  said  ye^sr- 

said  the  EU  - of 

-Was  likely  to  give  Nato  a big  rote  m ^ accaferati^ 
quest  to  develop  a common  security  and  foreign  poncy.  I 
think  that  if  Nato  develops  into  a mwej™* 
co-operation  organisation  in  Europe  and  its 
becomes  greater  in  Europe,  we  must  be  ready  to  change 
our  attitude  and  position  towards  Nato.  said  Ms  Tama,  a 

Conservative.  , , . Iiiirnr_  - 

Ms  Taina  said  Finland  would  also  need  to  reassess  its 
stance  on  Nato  if  its  non-aligned  western  neighbOLff  Swe- 
den or  the  Baltic  states  moved  closer  to  membership.  A 
broad  consensus  on  non-alignment  has  begun  to  creek 
since  Finland  joined  the  EU  in  1995.  However,  opinion 
polls  show  a majority  of  Finns  still  oppose  Nato  member- 
ship on  the  grounds  that  it  would  unnecessarily  upset 
neighbouring  Russia.  Reuters,  Helsinki 


BALKAN  REGION 


Cali  to  free  Serbs  rejected 

A spokesman  for  the  ethnic  Albanian  Kosovo  Liberation 
Army  (KLA)  yesterday  rejected  demands  from  international 
mediators  for  the  unconditional  release  of  eight  Yugoslav 
soldiers  captured  by  the  KLA 
Albin  Kurti,  spokesman  for  KLA  political  representative 
Adam  DemacI,  reiterated  the  guerrillas'  demand  that  the 
soldiers  be  swapped  for  nine  KLA  fighters  taken  prisoner 
when  trying  to  cross  Into  Kosovo  from  neighbouring 
Albania  last  month. 

“!t  could  be  that  the  international  community  is  putting 
pressure  on  the  KLA  for  an  unconditional  release. ..but  the 
KLA  wfll  stand  firm  in  its  Insistence  that  the  prisoners  of 
war  be  exchanged,”  Mr  Kurti  tokJ  a news  conference  In 
Pristina,  the  regional  capital.  Reuters,  Pristina 

ROMANIAN  COAL  STRIKE 
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Yeltsin  planning  visit  to 
France  at  end  of  January 
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Including  tag.  France  and 
««*  US  andUK ' «"£« 
aldhave  called  for  an  easing  of 

was  in  favour  of  new  financial  aid  to  Russia,  provkfey  the 
Monetary  Fund.  Andrew  Jack,  Moscow 
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Accord  on  peacekeeping  force 

Defence  ministers  from  six  Balkan  countries  and  Italy  yes- 
terday signed  an  agreement  to  set  up  a regional  peace- 
keeping force  under  Nato  auspices.  The  4,000-strong  "Bal- 
kan brigade"  would  be  available  for  UN  peacekeeping 
duties  and  would  help  with  disaster  relief  and  humanitarian 
missions  in  south-east  Europe,  Greek  officials  said. 

Akis  Tsochatzopoutos,  Greek  defence  minister,  said  the 
force  would  contribute  to  "stability  and  security  in  the 
wider  Balkan  region".  But  rt  is  not  expected  to  play  a role 
in  the  Kosovo  crisis,  he  said. 

The  peacekeeping  force  grew  out  of  US  efforts  for  mili- 
tary co-operation  in  the  southern  Balkans  under  Nato's 
“partnership  for  peace”  programme  for  aspiring  alliance 
members.  Greece  and  Turkey,  both  Nato  members,  set 
aside  differences  over  the  Aegean  to  take  part  in  exercises 
with  Albania,  Bulgaria,  Macedonia  and  Romania.  The  force 
will  have  a rotating  command  and  headquarters.  A Turkish 
officer  will  be  the  first  commander,  with  Greeks  heading 
the  political  and  military  administration. 

Kerin  Hope,  Athens 


KOSOVO  LIBERATION  ARMY’S  CAPTIVES 
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Ultimatum  to  president 

Miners'  union  leaders  from  Romania's  largest  coalfield 
yesterday  gave  the  country's  president  a 24-hour  uftima- 

5“"  1taC2!IT  to  *** westem  JKj  Valley  to  defuse  an  elght- 
day-oki  strike  over  pay  or  face  protests  in  Bucharest 
“Bucharest  Bucharest,"  shouted  some  10,000  miners 
outside  toe  local  state  mining  company  in  Petro- 
^iL350  km  north-west  of  the  Romanian  capital.  Miners' 
the  Protest***  that  President  Emil 
^^tonttoeoou  and  Prune  Minister  Radu  Vasite  had  been 
gwen  24  hours  to  come  to  the  Jiu  Valley  to  discuss  pay 
•^sandptero  to  scrap  loss-making  mines.  “Otherwise, 

m20r  SLeps-"  Mr  Cozrr'a  saW  to  cheers 
from  the  miners  - in  a reference  to  previous  threats  to 
move  the  protests  to  Bucharest 
The  miners  are  demanding  monthly  pay  rises  equivalent 
to  some  $340,  from  aromd  $230  at  oresem  The  avnraas 
monthly  wage  in  Romania  is  $120.  Reuters,  Buchan* 


Spanish  power  plan:  EU  to  decide  whether  it  is  levy  or  liberalisation 


Brussels  ruling  could  have  consequences 
for  deregulation  of  power  sector 
throughout  Europe,  writes  Tom  Bums 


An  innovative  financing 
package  drafted  by  the 
Spanish  government  to 
speed  up  liberalisation  of  the 
power  sector  comes  under 
the  scrutiny  or  the  European 
Union's  regulatory  authori- 
ties this  week. 

The  plan,  which  could 
have  far-reaching  conse- 
quences for  deregulatory 
procedures  in  the  European 
power  industry,  is  aimed  at 
smoothing  the  transition  of 
former  state  utilities  and 
other  older  electricity  com- 
panies to  a competitive  envi- 
ronment. 

It  involves  the  payment  to 
these  Mrfating  companies  of 
Ptal.lBObn  (ST.ltra)  through 
a securitised  debt  issue. 


Under  the  plan,  they  would 
receive  immediately  an 
amount  that  would  be  paid 
back  to  investors  from  4.5 
per  cent  of  all  electricity  bil- 
lings over  the  next  15  years, 
including  those  of  any  new 
entrants  to  the  market 

Critics  say  it  amounts  to  a 
levy.  Supporters  say  it  could 
be  widely  applied  to  speed 
up  liberalisation  elsewhere 
in  Europe. 

The  debt  issue,  which 
would  be  the  largest  ever 
generated  by  Spanish  compa- 
nies, seeks  to  compensate 
the  power  groups  for  invest- 
ments made  under  the  previ- 
ous highly  regulated  system 
and  which  new  entrants 
would  not  have  to  make, 


known  in  the  industry  as 
“stranded  costs”. 

The  EU’s  competition 
authorities,  to  whom  the 
plan  has  had  to  be  referred 
by  Spain's  industry  ministry, 
will  however  take  note  of  the 
controversy  that  the  plan 
has  created  in  Spain.  It  was 
virulently  attacked  by  the 
opposition  Socialist  party 
when  it  was  debated  by  par- 
liament just  before  Christ- 
mas, and  it  has  also  drawn 
the  fire  of  the  government's 
own  advisory  commission 
for  the  electricity  sector. 

“A  consensus  is  preferable 
for  this  sort  of  undertaking 
and  the  government  has  not 
got  it,”  said  Emilio  Zurutma, 
former  chief  executive  of  a 
regional  power  group  that 
was  absorbed  by  Endesa,  the 
main  domestic  generator. 

The  Socialists  say  the  debt 
issue  would  be  an  overgener- 


Enron  gains  access  to  German  power  network 


By  Amfrew  Taylor, 

Utilities  Corrt^Mdent^ 

Enron,  the  US  energy  group, 
has  won  its  battle  to  gain 
access  to  part  of  the 
German  power  distribution 
network  following  inter- 
vention by  the  German 
Federal  Cartel  Office. 

The  group  had  complained 
it  was  being  blocked  from 
selling  electricity  in  North  ■ 


Rhine  Westphalia  by 
Bektromark,  which  supplies 
power  to  tiie  region  and 
owns  the  local  distribution 
network. 

Enron  said  it  was  unable 
to  satisiy  its  contract  to 
supply  power  to  the 
municipal  power  company  of 
Ludenscheid,  a town  in  the 
Sauerfand  region  just  south 
of  the  Ruhr  industrial  area. 

Following  the  intervention 


of  the  cartel  office,  which 
sent  a warning  letter  to 
Etecttomark,  the  US  group 
announced  this  week  that  It 
had  signed  a transmission 
agreement  with  the  local 
grid  operator. 

From  next  month 
European  Union  countries 
are  required  to  open  to 
competition  at  least  25  per 
cent  of  national  electricity 
supply  markets. 


ous  “present”  to  the  genera- 
tors the  cost  of  which  will  be 
passed  on  to  consumers.  The 
sector's  watchdog  commis- 
sion says  that  instead  of  fos- 
tering competition,  the  com- 
pensation package  would 
allow  the  dominant  compa- 
nies to  consolidate  their  bold . 


on  the  domestic  market. 
Spain’s  electricity  industry 
is  virtually  a duopoly:  the 
two  big  power  groups,  End- 
esa and  Iberdrola,  account 
for  some  80  per  cent  of  total 
electricity  output 
Defending  the  scheme,  offi- 
cials say  it  will  introduce 


meaningful  competition, 
reducing  electricity  costs  by 
10.7  per  cent  between  1997 

and  2001  and  by  18^  per  cent 

in  real  terms. 

for  theEU  is 
whether  the  securitisation 
pactep  constitutes  a state 
subsidy,  as  critics  imply,  or. 


as  both  the  centre-right  gov- 
ernment and  the  power 
groups  fltoirn  a fair  trade-off 
that  makes  deregulation  via- 
ble for  suppliers  and  con- 
sumers alike. 

The  government  devised 
the  securitisation  instru- 
ment to  gain  the  agreement 
of  the  power  groups  to  a 
revised  deregulation  time- 
table that  will  allow  acme 
8,000  companies,  represent- 
ing 44  per  cent  of  total 
energy  consumption,  to 
choose  their  power  supplier, 
by  the  end  of  this  year 
instead  of  in  2001,  the  date 
agreed  under  a 1996  electric- 
ity protocol 

"Close  scrutiny  by  Bros- 
®eis  is  Inevitable  because 
deregulation  in  Spain  will 
set  standards  for  liberalisa- 
tion in  France  and  Gor- 
toany,"  said  an  investment 
banker  involved. 
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Sale  of  Olympic  stake  postponed 
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By  Kerin  Hope  fai  Athens 

Greece's  Socialist  gov- 
ernment is  to  postpone  the 
planned  sale  of  a strategic 
stake  in  Olympic  Airways 
because  of  the  state  carrier’s 
worsening  financial  and 
labour  problems,  officials 
said  yesterday. 

Instead  the  transport  min- 
istry will  seek  an  interna- 
tional  airline  consultant  to 
take  over  management 
revive  a faltering  restructur- 
ing effort  launched  last  year. 
One  Olympic  official  said 
Speedwing,  the  consulting 
arm  of  British  Airways, 
would  be  "an  obvious  candi- 
date". 

The  government  last  year 
asked  Salomon  Smith  Bar- 
ney, the  international  Invest- 
ment bank,  and  Eteva,  a 
state-controlled  Greek 
investment  bank,  to  find  a 
strategic  partner  for  Olym- 
pic Airways.  It  is  the  only 
southern  European  state  car- 
rier that  does  not  belong  to 
an  international  airline  alli- 
ance. 

But  strong  union  opposi- 
tion to  a cost-cutting  plan, 
imposed  under  a special  law 
for  restructuring  . loss- 
making state  enterprises, 
bas  discouraged  potential 
investors. 

Intermittent  strikes  by 
pilots  and  cabin  crews  pro- 
testing against  a pay  Creese 


Strikes  by  Olympus  pitots  and  cabin  crews  over  pay  and  benefits  were  btarned  for  a 15  per  cent  fafl  in  passenger  numbers  last  year  Reuters 


and  cuts  in  benefits  were 
blamed  for  a 15  per  cent  fall 
in  passenger  numbers  last 
year.. 

The  refusal  of  Olympic 
pilots  to  work  overtime  dur- 
ing the  New  Year  holiday 
resulted  in  dozens  of  flights 
being  cancelled  or  delayed. 

The  airline’s  management 
said  up  to  15  per  cent  of 
domestic  and  international 
flights  would  have  to  be  cut 
if  negotiations  this  week 
with  the  pilots’  union  foil  to 


Communist 
^/party  in 
Russia 
faces  split 

By  John  ThortJbfil  hi  Moscow 
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Russia’s  Communist  party 
threatened  to  crack  in  two 
yesterday  when  a group  of 
prominent  leftwing  MPs  said 
they  intended  to  contest  the 
forthcoming  parliamentary 
elections  on  a separate  plat- 
form. 

Victor  Ilyukhin,  the  radi- 
cal leader  of  the  parliamen- 
tary security  committee, 
announced  he  would  form 
his  own  electoral  bloc  based 
on  the  Movement  for  the 
Support  of  the  Army  (DPA) 
/before  the  December  elec- 
tions. Mr  Ilyukhin  said  he 
would  be  joined  by  Albert 
Makashov,  a former  general, 
and -several  other  Commu- 
nist MPs. 

The  split  in  Russia’s  big- 
gest parliamentary  party 
emphasises  how  fragmented 
the  country's  political  spec- 
trum is.  Forty -three  political 
parties  contested  the  previ- 
ous parliamentary  elections 
in  December  1995  - although 
only  four  won  enough  votes 
to  enter  the  parliament  as 
parties. 

Our  Home  is  Russia,  the 
centrist  party  which  forms 
Russia’s  second  biggest  par- 
liamentary grouping,  has 
also  been  riven  by  factional- 
ism recently.  The  internal 
disputes  culminated  in  the 
forcing  out  of  Alexander 
Shokhin  as  the  party's  par- 
liamentary leader  in  Decem- 
ber. 

Mr  Ilyukhin,  a hardline 
Leninist  and  visceral  oppo- 
nent of  President  Boris  Yelt- 
sin. has  long  criticised  the 
conciliatory  policies  pursued 
by  the  Communist  party 
leadership.  The  DPA  backed 
by  disaffected  army  officers, 
has  championed  a far  more 
confrontational  approach. 

In  recent  weeks,  Mr  Ilyu- 
khin and  Mr  Makashov  have 
rome  under  withering  fire 
from  Jewish  groups  and  lib- 
eral politicians  for  making 
anti-Semitic  remarks. 

The  criticism  grew  so 
intense  that  Gennady  Zyuga- 
nov. tlu*  Communist  party 
leader,  was  forced  to  dis- 
tance himself  from  their 
IMSition. 

But  Mr  Zyuganov  yester- 
day played  down  the  signifi- 
cance of  the  split.  He 
suggested  the  Communist 
party  might  now  cooperate 
with  the  Fatherland  party 
recently  founded  by  Yury 
Luzhkov,  mayor  of  Moscow, 
to  support  his  presidential 
ambitions.  "We  will  work 
with  them  in  as  far  as  there 
remains  the  danger  of  a lib- 
eral revanche  Mr  Zyuga- 
nov said. 

The  Communist  party,  the 
country’s  most  organised 
political  force  with  500,000 
members  and  nationwide 
representation,  includes  sup- 
porters ranging  from  social 
ik’mocmts  to  nationalist  Sta- 
linists. 

There  are  some  signs  that 
the  social  democratic  wing, 
unofficial  y led  by  Gennady 
Seleznyov,  a former  editor  of 
the  Pravda  newspaper  and 
sficukcr  of  the  lower  house 
of  parliament,  may  also 
break  with  Mr  Zyuganov’s 
ivirty.  In  a television  inter- 
view on  Monday.  Mr  Selez- 
nyov slid  he  was  "ready"  to 
head  a new  left-of-centre, 
coalition  if  called  upon  to  do 
so. 


Ecevit 

outlines 

secularist 

blueprint 

Bulent  Ecevit,  Turkey’s  new 
prime  minister,  yesterday 
outlined  a staunchly  secular- 
ist programme  in  a speech  to 
parliament  by  vowing  to  fol- 
low the  principles  of  Mustafa 
Kemal  Ataturk,  founder  of 
the  modern  Turkish  state, 
Reuters  reports  from  Ank- 
ara. 

“To  all  the  problems  we 
may  face,  we  shall  seek  solu- 
tions in  the  enlightened  path 
of  timeless  leader  Ataturk," 
said  Mr  Ecevit,  whose  new 
minority  government  will 
lead  the  country  to  polls  in 
April. 

Ataturk  forged  over- 
whelmingly Moslem  Turkey 
as  a secular  country  in  1933 
-and  has  remained  a domi- 
nant political  figure. 

Mr  Ecevit,  73,  became  pre- 
mier on  Monday  at  the  head 
of  a minority  government 
after  six  weeks  of  political 
crisis.  Tension  between  the 
secularist  army  and  main 
opposition  Islamists  has 
risen  in  recent  days. 

The  leftist  leader  managed 
to  garner  outside  support 
from  two  rival  conservative 
parties. 

The  powerful  military  bas 
called  several  times  in  the 
last  10  days  for  an  end  to 
political  instability. 

Mr  Ecevit,  three  times 
prime  minister  in  the  1970s, 
acknowledged  the  new 
administration  did  not  have 
enough  time  to  make  a mark 
because  of  elections  set  for 
April  IS. 

"The  main  duty  of  the  56th 
government,  which  has  a 
limited  tenure  to  govern,  is 
to  carry  Turkey  to  the  gen- 
eral and  local  elections... in 
a secure  and  peaceful  fash- 
ion," said  Mr  Ecevit,  who 
heads  the  leftwing  Demo- 
cratic Left  party  (DSP). 

However,  he  will  have  to 
deal  with  economic  woes  at 
home  and  differences  with 
Nato  ally  Italy  over  the  fote 
of  a Kurdish  guerrilla  leader 
in  Rome. 

Mr  Ecevit  repeated  previ- 
ous promises  to  pass 
urgently  a 1999  budget  and 
banking  bill,  reform  the 
costly  social  security  system 
and  grant  union  rights  to 
public  sector  employees. 

He  also  pledged  to  keep  up 
the  fight  against  Inflation. 
Annual  wholesale  price 
inflation  dived  to  54  per  cent 
in  December  from  91  per 
cent  a year  earlier.  The 
speech  was  designed  to  rein- 
force parliamentary  support 
ahead  of  a confidence  vote 
scheduled  for  Sunday.  Mr 
Ecevit  is  likely  to  win  the 
vote. 

The  main  opposition 
Islamist  Virtue  party  and 
secularist  parties  are  expec- 
ted to  compete  fiercely  in  the 
forthcoming  polls. 

Virtue,  the  biggest  group- 
ing in  the  parliament,  is 
tipped  to  do  wen  despite  suf- 
fering from  a two-year  legal 
onslaught  Inspired  by  the 
army.  It  has  already 
launched  an  election  cam- 
paign. 

Friction  between  Islamists 
and  the  military,  which  has 
staged  three  coups  since 
1960s,  increased  at  the  week- 
end when  the  military  said 
Virtue  could  be  outlawed  for 
allegedly  threatening  democ- 
racy and  Turkey’s  secular 
constitution. 


resolve  the  dispute. 

"Revenue  projections  in 
Olympic’s  business  plan  look 
increasingly  unrealistic." 
one  analyst  said. 

"Given  the  uncertain,  out- 
look for  the  industry  after 
the  Asian  crisis,  ft  would  be 
difficult  to  bring  off  a strate- 
gic sale  in  the  next  few 
months.'’ 

Despite  an  EU-approved 
state  aid  package,  Olympic 
faces  deepening  financial  cri- 
sis. The  airline  forecast  a 


return  to  profit  in  1998  after 
the  government  injected 
Drl4J2bn  ($Sim)  in  fresh  cap- 
ital last  July  and  provided  a 
$37Bm  state  guarantee  for 
loans  to  buy  new  aircraft. 
Undo:  EU  competition  rules, 
Olympic  cannot  receive  fur- 
ther subsidies. 

But  an  audit  of  Olympic's 
1997  financial  results  by 
PWC,  the  international 
accountants,  revealed  bigger 
than  reported  losses.  An  air- 
line official  said  the  losses 


amounted  to  Dr40bn,  com- 
pared with  Dr6.8bn  on  the 
published  balance  sheet. 

Analysts  said  the  differ- 
ence reflected  inadequate 
financial  reporting  systems 
at  Greek  state  enterprises. 
Olympic’s  wage  bill  was 
much  bigger  than  projected, 
amounting  to  50  per  cent  of 
total  revenues,  while  it  had 
tripled  commissions  to 
travel  agents  in  a bid  to  win 
business  on  international, 
routes. 


SWEDEN  UNIONS  ALARMED  AS  LEADING  COMPANIES  RELOCATE 


Call  for  probe  into 
corporate  exodus 


By  Thu  Bwt  in  Stockholm 


Sweden's  largest  union 
movement  yesterday  called 
for  a government  commis- 
sion to  investigate  a sharp 
increase  in  the  number  of 
leading  companies  that  are 
moving  their  headquarters 
or  management  functions 
overseas. 

LO,  the  union  movement 
representing  2.1m  blue  collar 
workers  and  a dose  ally  of 
the  ruling  Social  Democrats, 
said  job  security  was  being 
undermined  by  companies 
reconsidering  their  presence 
in  Sweden. 

Concern  at  companies 
threatening  to  relocate  has 
risen  dramatically  in  recent 
weeks  following  reports  of  a 
possible  strategic  alliance  or 
merger  between  Volvo  - the 
Swedish  automotive  group  - 
and  either  Ford  of  the  US  or 
Fiat  of  Italy: 

BertQ  jousson,  LX)  presi- 
dent, yesterday  told  report- 
ers he  would  oppose  a sale  of 
Volvo  and  any  shift  in  its 
headquarters  overseas, 
warning  institutional  inves- 
tors might  block  such  a 
move.  The  union  leader  is 
also  a board  member  at 


Fourth  AP  Fund,  one  of  Swe- 
den's largest  investment 
companies,  which  owns  9 per 
cent  of  Volvo. 

"I  cannot  see  the  fund  say- 
ing yes  to  a sale  and  a move 
from  Sweden,”  he  said  - 

Fears  of  an  exodus  by 
Swedish  companies  have 
grown  following  last  year's 
decision  by  Ericsson,  the 
telecommunications  group 
and  Sweden's  largest 
exporter,  to  move  some  of  its 
corporate  functions  and 
European  headquarters  to 
London. 

Last  month  Astra,  the 
Swedish  pharmaceuticals 
group,  said  Its  headquarters 
would  also  move  to  London 
following  its  merger  with 
Zeneca  of  the  UK 

In  recent  years,  a number 
of  large  Swedish  corpora- 
tions - Including  Pharmacia, 
Nordbankec.  Nobel  Indus- 
tries, ABB,  Btea  and  Tetra 
Laval  - have  moved  head- 
quarters overseas,  either  fol- 
lowing international  merg- 
ers or  for  tax  reasons. 

Employers  have  partly 
blamed  Sweden’s  punitive 
income  taxes,  relatively 
illiquid  stock  market  and 
infiPTihie  labour  regulations 


for  the  decision  to  move. 

SAF,  the  Swedish  employ- 
ers confederation,  yesterday 
saM  the  LO  had  contributed 
to  the  problem  by  refusing  to 
embrace  labour  market 
reforms  or  phtmgp^  in  taxa- 
tion. 

"There  is  a strong  feeling 
in  industry  that  neither  *h» 
government  nor  the  union 
movement  wants  to  make 
fundamental  reforms,"  said 
Christian  Bratt,  director  of 
iwiwna^rwmi  affairs  at  SAF. 

Government  officials  made 
clear  it  was  considering  tax 
reforms  for  low  and  middle 
income  earners. 

The  finance  ministry  is 
considering  lowering  tax  lev- 
els for  expatriates  on  short 
term  contracts. 

Ericsson  last  year  said  dif- 
ficulties So  recruiting  over- 
seas staff  was  one  reason 
behind  its  decision  to  relo- 
cate some  corporate  func- 
tions to  London. 

LO  officials  warned  fur- 
ther moves  overseas  could 
damage  Sweden's  industrial 
base,  arguing  that  directors 
located  outside  the  country 
would  take  a different  atti- 
tude to  investment  in  Swe- 
den. 


8 Of  The  World's  Top  10  Banks 
Trust  Their  Global  Processing  To  ADP, 


Shouldn't  You? 


Today's  global  marketplace  demands  that  financial 
institutions  operate  in  any  security,  in  any  market,  at  any 
time.  Thafs  why  the  most  notable  firms  have  turned  to 
ADP  Brokerage  Services— the  world's  leading  vendor  for 
securities  processing  systems.  Together  through  our 
Brokerage  Processing  Services,  Wilco  International  and 
ICI/ADP  divisions,  ADP  provides  a globally  integrated 
processing  platform.  You  can  trust  our  systems  to 
streamline  operations,  consolidate  reporting,  and  create  a 
unified  set  of  customer,  product  and  financial  information. 
And  most  importantly,  ADP  delivers  overall  enterprise- 
wide solutions! 


Use  the  global  industry  leader  whose  expertise  is 
responsible  for: 

■ serving  more  than  250  clients  in  20  countries  worldwide, 
■.  processing  approximately  1 million  trades  daily,  including 

more  than  15%  of  all  North  American  equities, 

■ interfacing  with  more  than  50  major  exchanges  and 
execution  points  worldwide,  including  SWIFT  and 
Euroclear, 

■ transacting  a broad  range  of  financial  instruments, 
from  listed  equities  and  fixed-income  securities  to 
exotic  options,  repos,  and  derivatives,  and 

■ leading  the  industry  in  Y2K  and  EMU  readiness. 


Don't  trust  your  securities  processing  to  anyone  but  the  best!  To  find  out  how  you 
too  can  keep  pace  with  the  world's  top  financial  institutions,  contact  Arlene  Driscoll  of 
ADP  Brokerage  Services  toll  free  at  888-237-1900  or  driscoIa@bis.adp.com. 
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WORLD  TRADE 


BANANA  DISPUTE  WASHINGTON  AND  BRUSSELS  REMAIN _AT  LOGGERHEADS  AS  WORLD  TRADE  BODY  PLANS  RULING  ON  EU  STANCE 

WTO  orders  review  but  fails  to  cool  tempers 


By  Ranees  WBHans  fat  Geneva 

After  months  of  procedural 
wrangling  between  the  US 
and  the  European  Union,  the 
World  Trade  Organisation 
yesterday  decided  that  a 
panel  should  rule  on 
whether  the  Ell's  amended 
banana  import  regime  com- 
plies with  previous  WTO 
judgments.  However,  the 
decision  Caned  to  cool  tem- 
pers in  the  long-running 
transatlantic  dispute. 

Washington  said  it  would 
not  back  away  from  its 
Intention  to  seek  WTO 
authorisation  for  $5?0m- 
worth  of  trade  sanctions 
when  the  WTO's  dispute  set- 
tlement body  next  meets  on 
January  25.  The  EU  has 


already  brought  a WTO  case 
challenging  the  planned 
sanctions  which  it  argues 
would  be  illegal  under  WTO 
rules. 

The  dispute  settlement 
body  yesterday  agreed  to  a 
request  from  Ecuador  and, 
despite  objections  from  the 
US  and  three  Latin  Ameri- 
can banana  producers,  from 
the  EU  itself  that  the  origi- 
nal panel  should  review  the 
consistency  of  the  EXTs 
new  banana  import  system 
that  came  Into  effect  on  Jan- 
uary l. 

The  three-man  panel  will 
have  so  days  to  produce  its 
report,  following  which 
there  could  be  an  appeal. 
This  could  in  turn  delay  a 
final  WTO  decision  until 


long  after  early  March  which 
the  US  says  is  the  latest  date 
at  which  its  sanctions 
will  be  brought  into 
effect 

US  officials  said  after  yes- 
terday's meeting  that  they 
were  considering  whether  to 
ask  for  third-party  rights  on 
Ecuador’s  request,  giving 
access  to  panel  hearings  and 
submissions. 

The  US.  Honduras.  Gua- 
temala and  Panama  had  ear- 
lier argued  without  success 
that  the  EU  panel  request 
was  not  valid-  They  particu- 
larly disliked  what  appeared 
to  be  a can  by  the  EU  far  the 
panel  to  rule  that  the  regime 
must  be  considered  to  con- 
form to  WTO  rules  unless 
formally  challenged. 


However.  Roderick  Abbott. 
EU  ambassador  to  the  WTO, 
said  yesterday  that  since 
Ecuador  had  issued  such  a 
challenge  thfa  call  was  moot. 
The  EU  had  decided  to  main- 
tain its  panel  request  to 
make  sure  a panel  was  estab- 
lished in  the  event  that 
Ecuador  came  under  pres- 
sure to  withdraw. 

Ecuador,  the  biggest 
banana  supplier  to  the  EU. 
has  chosen  to  go  its  own. 
way  on  a panel  request 
despite  US  reservations.  Late 
last  year  the  US  pressed  the 
EU  to  agree  an  expedited 
panel  that  could  report 
before  the  dock  started  tick- 
ing on  the  sanctions  time- 
table, but  the  EU  refused. 

WTO  procedures  permit 


the  US  and  the  five  Latin 
American  co-complainants, 
including  Mexico,  to  request 
authorisation  to  retaliate  if 
the  EU  had  not  complied 
with  its  WTO  obligations  by 
January  1.  However,  the  EU 
maintains  that  the  regime  is 
WTO-compliant,  and  that 
sanctions  cannot  be  invoked 
unless  the  WTO  itself, 
through  a panel  decades  oth- 
erwise. 

The  US  and  its  allies  argue 
that  the  amended  scheme, 
which  continues  to  favour 
bananas  from  African,  Carib- 
bean and  Pacific  countries, 
stm  unfairly  discriminates 
against  Latin  American 
bananas  and  US-based 
banana  distributors. 

Rita  Hayes,  US  ambassa- 


dor to  the  WTO.  yesterday 
called  on  the  EU  to  work  out 
a settlement  on  a WTO-con- 
sistent regime.  However.  Mr 
Abbott  said  the  EU  would 
not  negotiate  under  the 
sanctions  threat  and  did  not 
accept  that  its  regime 
needed  farther  amendment 
unless  there  was  a WTO  rul- 
ing to  that  effect 
• WTO  members  agreed 
yesterday  not  to  replace 
Celfio  Lafex  of  Brazil,  who 
has  been  appointed  his  coun- 
try’s trade  minister,  as  one 
of  two  trade  diplomats  con- 
ducting consultations  on  the 
next  WTO  director-general. 
The  task  will  now  be  left 
solely  to  William  Bossier, 
Switzerland’s  WTO  ambassa- 
dor. 


MEAT  TRADE  DEAL  SOUTH  AMERICA  DROUGHT  AND  CUT  IN  CATTLE  NUMBERS  CREATE  CONDITIONS  FOR  ACCESS 


Australia  to 
export  beef 
to  Argentina 


By  Gwen  Robinson  in  Canberra 

Argentina  has  agreed  to 
accept  its  first  fresh  beef 
imports  from  Australia,  a 
move  the  Australian  govern- 
ment described  yesterday  as 
a significant  market  break- 
through. 

Argentina  has  tradition- 
ally been  a large  beef  pro- 
ducer and  exporter.  But 
drought  in  South  America 
and  reduced  cattle  numbers 
had  combined  with  the  Aus- 
tralian dollar’s  fell  last  year 
and  a downturn  in  Austra- 
lia's main  Asian  markets  to 
produce  favourable  condi- 
tions for  entry  into  Argen- 
tina’s beef  market,  said 
Mark  Valle,  Australian  agri- 
culture minister. 

Under  a new  trade  agree- 
ment, Australian  beef 
exporters  had  gained  access 
“to  a country  that  has  itself 
been  considered  a major 
competitor  for  Australian 
meat,”  he  said. 

Australia  exports  about 


A$3bn  (US$1  jlbn)  worth  of 
beef  annually,  with  the  bulk 
destined  for  Japan,  the  US 
and  other  Asian  markets. 
But  Asian  demand  for  fresh 
beef  has  fallen  in  the  past 
year. 

The  agreement  with 
Argentina  comes  ahead  of 
moves  by  the  Australian 
government  to  expand  its 
trade  office  in  Buenos  Aires 
and  open  new  trade  offices 
in  South  America  and  east- 
ern Europe. 

The  offices  are  aimed  at 
helping  Australian  exporters 
to  diversify  their  markets 
and  offset  falling  demand  in 
traditional  Asian  markets. 

In  the  latest  sign  that 
Asia's  economic  downturn  is 
weighing  on  Australian  com- 
modities exports,  figures 
published  yesterday  showed 
exports  of  Australian  forest 
products  down  14  per  cent  in 
the  September  quarter,  with 
the  biggest  fall  being  in 
woodchip  exports  to  Japan. 

Exports  for  the  quarter 


Mustering  cattle  in  Queensland:  Canberra’s  deal  is  part  of  its  moves  to  diversify  markets  Ross  Bray 


amounted  to  A$27Dm,  down 
14  per  cent,  while  imports 
rose  10  per  cent  to  about 
A$765m.  according  to  the 
Australian  government’s 
bureau  of  agricultural  and 
resource  economics. 

Woodchip  exports,  which 
accounted  for  nearly  half  the 
total,  plunged  22  per  cent 
from  the  June  quarter  to 
A$132m,  mostly  on  declining 


demand  from  Japan. 

Brian  Fisher,  the  bureau’s 
executive  director,  said  the 
decline  had  been  expected 
and  there  were  signs  of 
recovery  in  other  Asian  mar- 
kets, particularly  for  round- 
wood  and  wastepaper  prod- 
ucts. 

The  growth  in  imports, 
meanwhile,  was  due  to 
strong  domestic  demand  - 


mainly  for  timber  used  in 
housing  - and  lower  world 
prices  for  sawn  wood  and 
wood-based  panels,  Mr 
Fisher  said. 

The  decline  in  Asian 
riwnanrt  for  Australian  forest 
products  reflected  similar 
downturns  in  regional  mar- 
kets for  other  agricultural 
products  Including  seafood, 
wool  beef  and  grain. 


Canal 

safety 

warning 

By  Charles  Batchelor, 
Traraport  Corespondent 


A proposal  to  reduce  the 
number  of  pilots  required  on 
large  vessels  passing 
through  the  Panama  Canal 
from  two  to  one  win  endan- 
ger the  safety  of  shipping, 
the  canal's  pilots’  associa- 
tion warned  yesterday. 

At  the  same  time  a pro- 
posal from  the  Panama 
ennui  Commission  to  make 
shipowners  responsible  for 
the  first  $lm  cost  of  damage 
from  incidents  in  the  canal 
would  increase  their  insur- 
ance costs,  it  said. 

These  measures  have  been 
put  forward  as  part  of  a 
package  of  proposals  in  the 
run-up  to  the  hand-over  of 
the  51-mile  canal  by  the  US 
to  Panama  on  December  31. 

The  Panama  Canal  pilot's 
Association,  representing 
most  of  the  270  pilots,  com- 
plained there  had  been  inad- 
equate consultation  on  the 
proposed  changes,  which  are 
to  be  considered  by  an  inde- 
pendent arbitrator  next 
month. 

Rene  van  Hoorde.  the 
canal's  maritime  operations 
director,  said  none  of  its  pro- 
posals would  affect  safety. 


Doubts  cast  on 
Baku-Ceylan 

pipeline  costing 

substantial  progress  is 


By  Robert  Cortne  to 

and  Leyia  Boulton  ta  Ankara 

Western  oil  comPanie® 
operating  in  Azerbaijan  are 
still  awaiting  details  of  Tur- 
key's terms  and  tariffs  for 
the  controversial  Baku  to 
Ceyhan  pipeline,  even 
though  Ankara  has  pubUd> 
said  It  has  disclosed  such 
details. 

The  pipeline  is  being 
heavily  promoted  by  'Dirkey 
and  the  US  for  economic  and 
strategic  reasons,  but  many 
oil  fAHipanifis  in  the  Caspian 
Sea  region  doubt  whether  a 
sufficient  volume  of  oil  wui 
be  available  to  justify  spend- 
ing the  $3.7bn  that  the  Azer- 
baijan International  Operat- 
ing Company  l A IOC) 
believes  it  will  cost  to  build 
the  2,000km  line. 

Washington  has  called  on 
Turkey,  Georgia  and  Azer- 
baijan to  join  forces  with  the 
AIOC  to  bring  down  the  cost 
of  the  project  and  to  ensure 
th«t  it  is  commercially  via- 
ble. The  US  views  the  Baku- 
Ceyhan  pipeline  as  a key  ele- 
ment in  underpinning  the 
political  independence  of  the 
region.  . 

This  week  senior  officials 
from  Socar,  the  Azeri  state 
oil  company,  the  AIOC  and 
Turkey  met  in  Ankara  for 
further  talks  on  the  agree- 
ments needed  between  the 
governments  of  the  proposed 
transit  countries. 

But  western  oilmen  say 
Turkey's  public  insistence 


that  substantial  progress  is 
being  made  on  enhancing 
the  competitiveness  of  the 
Baku-Ceyhan  option  Is  not 
reflected  in  reality.  They  say 
Ankara  has  yet  to  give  any 
indication  of  how  much  it 
will  charge  in  transit  fees  or 
any  financial  incentives  it 
might  offer  to  make  it  more 
attractive.  Western  oil  com- 
panies. most  of  which  sup- 
port a cheaper  line  to  Supsa 
in  Georgia,  say  substantial 
concessions  need  to  be  made 
to  make  the  line  viable. 

This  week  Turkish  offi- 
cials said  they  expected 
Azerbaijan  to  complete  the 
formation  of  the  Main 
Export  Pipeline  Company  by 
the  summer,  when  they  said 
that  the  various  host  govern- 
ment and  inter-governmen- 
tal agreements  could  be 
ready  for  ratification. 

Azerbaijan  is  expected  to 
invite  AIOC  members  and 
other  oil  companies  in  the 
Caspian  to  take  stakes  in  the 
company. 

• Reuters  reports  that  Ira- 
nian project  management 
company  Mapna  has  won  a 
$347m  deal  to  build  a Cas- 
pian Sea  oil  pipeline  to  the 
country’s  northern  refineries 
and  was  considering  consor- 
tium partners. 

Mapna  said  it  had  been 
informed  by  the  National 
Iranian  Oil  Company  (NlOO 
that  it  won  the  contract, 
beating  Italian,  British.  Ger- 
man, Russian.  South  Korean 
and  Saudi  competitors. 


OECD  Export  Credit  Rates 


The  Organisation  for  Economic  Co-operation  and  Owtiop- 

Interest  rates  (%)  tor  officially 


supported  export  credits  for  January  15  1999  to  February  14 
1999  (December  15  1998  to  Jammy  14  1999  In  bracfcote>. 
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5 to  85  years 
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5.77  (5.78) 
548  (5.18) 

5.78  (546) 
5.72  (547) 

5.78  (&A5) 
9-06(10.43) 


Yen  2.00*  (ZOO) 

Swedish  Krona  466  (5.18) 

Starling  5.61  (GA3 

Swiss  franc  3.69  (3.75) 

US  dollar  for  credits 
up  to  5 years  5.49  (5.57) 

5 to  85  years  SAS  (5£4) 

mors  than  8.5 
years  5*5  (5.78) 
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N-test  ban  treaty  ratification  a top  priority  for  Clinton 
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By  Stephen  Rdtar 
ta  Washington 

President . Bill  Clinton’s 
national  security  adviser 
said  yesterday  that  US  ratifi- 
cation of  the  treaty  banning 
nuclear  testing  would  be  one 
of  the  Clinton  administra- 
tion’s top  priorities  this  year. 

In  a speech  in  which  he 
also  announced  US  penalties 
against  three  Russian  scien- 
tific institutes  for  providing 
sensitive  missile  and  nuclear 


technology  to  Iran,  Sandy 
Berger  said  Mr  Clinton 
would  draw  attention  to  the 
objective  in  his  State  of  the 
Union  address  planned  for 
next  week. 

Obtaining  the  long- 
awaited  consent  of  the  US 
Senate  to  ratify  the  compre- 
hensive test  ban  treaty, 
signed  by  151  nations,  would 
not  be  easy.  “We  know  this 
is  an  uphill  fight  We  have 
some  formidable  opponents 
in  the  Senate.  But  I think 


the  important  thing  here  is 
to  make  it  clear  to  the 
United  States  Senate  that 
the  American  people  want 
this  treaty  ratified.”  he  said. 

If  the  Senate  refected  or 
failed  to  act  on  the  test  ban 
treaty,  we  would  throw  open 
the  door  to  regional  nuclear 
arms  races  and  a much  more 
dangerous  world.  Ratifica- 
tion will  take  a serious  effort 
from  all  of  us.  It  will  be  a 
terrible  tragedy  if  our  Senate 
failed  to  ratify  the  CTBT  this 


year,"  Mr  Berger  told  a con 
ference  on  non-proliferation 
organised  by  the  Carnegie 
Endowment 

Failure  to  ratify  would 
also  undermine  US  efforts  to 
encourage  India  and  Pakis- 
tan - both  of  which  tested 
nuclear  devices  for  the  first 
time  last  year  - to  adhere  to 
the  treaty,  which  they  have 
said  they  will  do  by  Septem- 
ber this  year. 

Mr  Berger  said  ratification 
of  the  treaty  would  be  one 


element  of  a US  plan  to 
move  “aggressively"  to 
strengthen  the  international 
non-proliferation  regime. 
The  US  would  also  aim  to 
deal  with  the  risks  posed  by 
weapons  of  mass  destruction 
by  addressing  regional 
threats,  such  as  those  posed 
by  the  governments  of  Iraq 
and  North  Korea,  and  bol- 
stering defences  to  those 
potentially  threatened  by 
missile  attacks. 

He  identified  two  main 


risks:  that  terrorists  would 
acquire  and  seek  to  use 
chemical  and  biological 
weapons,  and  the  acquisition 
of  ballistic  missile  technol- 
ogy by  a growing  number  of 
countries. 

The  US  wanted  to  make 
rapid  progress  on  a treaty  to 
ban  further  production  of  fis- 
sile material  Ihe  five  estab- 
lished nuclear  powers  - the 
US,  Britain,  France,  Russia 
and  China  - had  all  agreed 
to  a voluntary  moratorium 


Angola’s  government  has  upper  hand 
in  civil  war  of  oil  versus  diamonds 


Unita  appears  determined  to  fight  to  the 
bitter  end  even  though  the  government 
controls  the  resources  of  the  growing  oil 
industry.  Nicholas  Shaxson  reports 


Angolans  have  found 
many  reasons  for  killing 
each  other  this  century. 
But  two  factors  above  all  are 
propelling  the  conflict  into  a 
new  phase,  as  troops  from 
tbe  Angolan  Armed  Forces 
battle  against  Unita  rebels  in 
the  central  highlands  and 
render  the  moribund  1994 
Lusaka  peace  agreement 
increasingly  meaningless. 

First,  Unita's  leader,  Jonas 
Savimbi,  believes  it  is  his 
destiny  to  be  president  of 
Angola  and  he  will  fight 
until  he  wins  that,  or  is  elim- 
inated. 

The  second  reason  is  more 
complex. 

A deep  schism  In  Angolan 
society  pits  a rural-based 
Unita,  claiming  to  represent 
real  working  Africans, 
against  a corrupt,  oil-rich 
government,  symbolised  by 
Portuguese-orientated  and 
mixed  race  urbanites. 

Tbe  ebb  and  flow  of  battle 
over  the  years  suggest  there 
will  be  no  outright  military 
victory  in  this  conflict 
When  Unita’s  Mr  Savimbi 
used  his  astonishing  charm 
and  persuasion  to  convince 
policy-makers  in  the  US  and 
South  Africa  that  he  was  a 
freedom  fighter  and  true 
capitalist  believer  during  the 
cold  war  years,  he  led  what 
still  is  essentially  a peasant 
movement  with  a strong 
Maoist  flavour. 


Unita's  recent  military 
successes  near  Kuito  and 
Huambo  illustrate  that 
though  many  ordinary  Ango- 
lans hate  him,  Mr  Savimbi’s 
appeal  to  poor,  rural  society 
han  an  enduring  resonance. 

The  government  is  show- 
ing Its  concern. 

President  Jos6  Eduardo 
dos  Santos  said  last  month 
that  Mr  Savimbi  was 
“heightening  the  class  strug- 
gle to  deepen  these  contra- 
dictions, so  as  to  seize  power 
violently*'. 

The  government's  forces 
traditionally  hold  towns  and 
cities,  funding  their  war 
with  oil  revenues  which 
have  also  fostered  huge  cor- 
ruption and  inequality. 
Unita’s  guerrillas  prefer  to 
hide  in  the  countryside,  dig- 
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ging  diamonds  scattered 
over  huge  areas  of  the  bush. 

Another  dimension,  impor- 
tant in  the  past,  has  faded. 
After  the  anti-colonial  strug- 
gle ended  at  independence 
from  Portugal  in  1975,  Mr 
Savimbi  appealed  increas- 
ingly to  ethnic  Ovinbundu 
identity. 

But  many  former  Ovin- 
bundu  supporters  turned 
against  him  after  he  refused 
to  accept  defeat  in  presiden- 
tial elections  following  a 
1991  peace  agreement,  and 
tried  instead  to  shell  and 
starve  Kuito  into  submission 
in  the  return  to  war. 

The  ruling  Popular  Move- 
ment for  the  Liberation  of 
Angola  (MPLA)  is  divided 
too,  but  it  is  held  together  by 
a shared  imposition  to  Sav- 
imbi. “Many  politicians  in 
Luanda  want  Savimbi  alive, 
to  keep  themselves  in 
power,"  a foreign  analyst 
said. 

The  full  reality  may  be 
less  cynical  Until  mid-1998 
Mr  dos  Santos  wanted  to 
weaken  Mr  Savimbi  through 
international  and  domestic 
pressure  and  force  him  to 
move  to  Luanda  as  a weak 
junior  partner  in  a power- 
sharing  agreement.  This 
could  have  addressed  the 
das  divide  that  Mr  dos  San- 
tos knows  will  not  be  dosed 
by  military  means. 

But  when  Unita  began 
offensive  operations  again  In 
middle  of  last  year,  the  gov- 
ernment's suspicions  that 
the  rebel  leader  would  never 
complete  the  Lusaka  deal 
were  confirmed,  and  policy 


changed  tack.  It  mounted  a 
clumsy  effort  to  foster  an 
anti-Savimbi  faction  of  Unita 
officials  in  Luanda,  to 
replace  him  with  someone 
more  willing  to  find  a way  to 
heal  Angola’s  divisions.  But 
Mr  Savimbi  remained  firmly 
in  control  of  his  troops. 

In  the  meantime,  Mr  dos 
Santos  expects  to  have  the 
upper  hand  in  a long  war  of 
attrition,  given  that  oil  pro- 
duction will  rise  sharply 
next  century,  and  the  dia- 
mond deposits  used  by  Unita 
for  funding  are  slowly  being 
degraded. 

Mr  Savimbi  has  for  years 
used  the  UN-monitored 
Lusaka  agreement,  which  he 
never  saw  as  more  than  a 
negotiated  surrender,  as  a 
shield  behind  which  to  hide, 
re-ana.  and  wait  for  future 
opportunities. 

Two  have  appeared:  the 
conflict  in  neighbouring 
Democratic  Republic  of 
Congo,  and  a catastrophic 
fall  in  tbe  oil  price  which 
has  tom  huge  holes  in  gov- 
ernment finances. 

Mr  Savimbi  has  hoped  for 
years  that  these  divisions, 
fed  by  Angola’s  abominable 
poverty,  will  lead  to  an  anti- 
MPLA  uprising,  perhaps 
backed  by  poorly  paid  con- 
scripts and  junior  officers. 

This  hope,  like  the  govern- 
ment's belief  in  the  possibil- 
ity of  an  anti-Savimbi  coup 
within  Unita,  is  more  delu- 
sion than  anything  else.  The 
fundamental  divide  that 
defines  the  war,  and  propels 
it  forwards,  is  as  deep  as 
ever. 


Netanyahu  under 
fire  for  ‘election 
economics’ 


By  Art  UacftHs  ta  Jerusalem 

Israeli  opposition  leaders 
yesterday  attacked  Benjamin 
Netanyahu,  prime  minister, 
for  launching  a spending 
spree  ahead  of  elections 
schednled  for  May  17,  while 
economic-  policymakers 
warned  of  the  dangers'  of 
election  economics. 

On  Monday  night,  Mr 
Netanyahu  reversed  his  eco- 
nomic austerity  programme 
and  pushed  through  a bill 
for  free  education  for  pre- 
school children  that  will  cost 
the  state  Shklbn  (J343m).  Mr 
Netanyahu  had  opposed  the 
bill  which  was  . initiated  by 
the  opposition  Labour  party, 
since  his  election  in  1996. 

Ehud  Barak,  Labour 
leader,  who  has  opposed  Mr 
Netanyahu's  tight  fiscal  pol- 
icy, said  the  move  would 
“not  cover  up  the  govern- 
ment’s failure  to  systemati- 
cally address  the  problems  of 
Israel's  disadvantaged  sec- 
tors over  the  past  two 
years”. 

The  government  also 
moved  to  reduce  costs  of 
medical  services  and  sell  off 
public  housing  units  at  sub- 
stantial discounts.  Planned 
cuts  to  pensioner  benefits 
have  been  scrapped.  Trea- 
sury officials  said  the  entire 
package  could  cost  the  state 
up  to  Shk2£bn  a year. 

political  analysts  said  the 
decisions  targeted  voters 
from  broad  cross-sections  of 
society.  In  contrast,  since 


coming  to  power  Mr  Netan- 
yahu has  tried  to  maintain 
his  shaky  coalition  by  fund- 
ing specific  groups  such  as 
ultra-Orthodox  Jews  and 
West  Bank  settlers 

The  spending  plans 
marked  a shift  away  from 
Mr  Netanyahu’s  policies 
which  contributed  to  a 
decline  in  growth  of  gross 
domestic  product  from  4.5 
per  cent  in  1996  to  less  than 
2 per  cent  last  year.  Bis  poli- 
cies have  angered  the  local 
business  community  but 
earned  praise  from  interna- 
tional analysts  and  economic 
organisations. 

Mr  Netanyahu,  also 
finance  minister  since  the 
recent  resignation  of  Yaakov 
Neemac,  denied  changing 
his  policy  to  get  votes  and 
said  the  tune  had  come  to 
end  two  years  of  "belt-tight- 
ening”. "We  are  investing  in 
our  human  infrastructure.  1 
am  not  handing  out  video 
recorders,"  he  said. 

But  Jacob  Frenkel,  Rank 
of  Israel  governor,  said 
expenditure  changes  must 
focus  on  promoting  growth. 
“Any  backtracking  on  the 
government's  commitment 
to  economic  stability  by  lift- 
ing the  Inflation  or  deficit 
targets  will  accelerate  infla- 
tion," he  warned.  Last  week. 
Mr  Netanyahu  pledged  to 
raise  Israel’s  1999  inflation 
target  from  4 per  cent  to 
about  8 per  cent 
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on  plutonium  production,  he 
said. 

The  US  would  also  work 
on  strengthening  the  safe- 
guards applied  by  the  Inter- 
national Atomic  Energy 
Agency  and  push  to  obtain 
agreements  on  compliance 
and  inspection  measures 
under  the  Biological  Weap- 
ons Convention. 

He  named  the  three  Rus- 
sian entitles  to  attract  penal- 
ties, which  included  a ban 
on  imports  from  and  exports 


to  the  institutions,  as:  the 
Scientific  Research  and 
Design  Institute  of  Power 
Technology,  known  as 
Ntkiet;  the  D.  Mendeleyev 
University  of  Chemical  Tech- 
nology. and  the  Moscow  Avi- 
ation Institute.  Last  July  the 
US  took  action  against  seven 
others  and  has  warned  that 
co-operation  over  lucrative 
space  launches  would  not  be 
expanded  until  Russia  halted 
cooperation  with  Iran’s  bal- 
listic missile  programme. 


NEWS  DIGEST 

CONFLICT  IN  IRAQ 


US  threatens  to  crush 
no-fly  zone  defiance 

l^V^,S^neS  ya*fercJ^y  fired  a*  a radar  site  in  norther 
Iraq  In  the  second  such  incident  this  week,  as  Washin 
warned  Baghdad  that  it  would  crash  any  defiance  in  tJ 
no-fly  zones.  William  Cohen,  US  defence  secretary,  or 
S "to  would  no  ground  In  enl 

P®  ?1®MrK>'ftyz^s  ^ said  Baghdad  would  pay  a pi 
difaSTfS  if?  Bmsh  tor  might.  Mr  CoKm . 
SSI  £ “K  mpeated  Iraqi  missile  threats 

U?,and  Bntlsh  or  violations  by  Iraqi  warpl 

prompt  wWer  attacks  again* 
the  Iraqi  military  by  American  forces. 

Beyood  th«  I wouldn't  want  to  soy  anything,-  he  aai 

defi^^‘^.Wa£  ■*”  "H"  " ita  response  to  ba 
«"»  being  enforced  vrgomr 
ana  American  pilots  will  take  the  appraortete  actions  to 
respond  to  any  action  taken  against  them  “ White  Hou 
spokesman  Joe  Lockhart  saldyesterdajP 

of  ttS  nSfcS?,3  US  F'16 1*  °"  a TOrtrne  p 

early  warning  radar  srte  near  the  city  of  Mosul. 

SIERRA  LEONE 

Rebel  leader  in  talks 

ra-^ng  hopeaTor  a mJSm tTjSSSjM 
In  Freetown.  Sierra  Leone’*  amiT,  ^ K orJ  erce  "S*1 
Foday  Sankoh  - a *?*»■ 

the  past  two  years  - and  Sierra  Loom 

African  forefaX^Sist^!^9^^  ^ with  West 

Laone  government  Mr  S^oh?SrS'°r^nS  th®  S 
key  demand  of  his  s transfer  abroad  was  £ 

are  before  thff  '*?***“*  ft 

tafes.  Mr  Sankoh  has  OT 

President  Ahmad  Tejan  KatftSS  5!  ^f^^men 
Nigerian-ted  force  <Sed  118  mJlftary  a®83 

deato  for  ^ was  sentenced  t 

"“‘era,  Freetown 


_ t* 


-*••  * ► 


— r-  , „ - 


for  ( linton 


FINANCIAL  TIMES  WEDNESDAY  JANUARY  1 3 1 999  ★ 

POLICY  REMAINS  ABSOLUTELY  UNCHANGED’ 

‘Hands  off  is  still 
the  US  watchword 


DOLLAR-YEN  DEBATE 


By  Gened  Bator  in  Wasftfaigton 

On  the  surface  there  was  a 
numbing  familiarity  about 
the  words  of  Robert  Rubin, 
the  US  Treasury  secretary 
yesterday  in  response  to 
questions  about  the  ftawk  of 
Japan’s  currency  market 
intervention  to  prop  up  the 
dollar. 

TTl  just  repeat  what  I’ve 
said  so  often,  which  is  t>»nt  a 
strong  dollar  has  served  us 
well  and  our  dollar  policy 
remains  absolutely 

unchanged.” 

“We  favour  a strong  dol- 
lar” has  been  the  leitmotif  at 
Mr  Rubin’s  three  and  a half 
year  tenure  at  the  Treasury 
and,  through  the  dollar’s  ups 
and  downs,  has  become  the 
official  if  somewhat  tedious 
mantra  of  US  foreign 
exchange  policy. 

But  the  timing  of  the 
restatement  of  that  policy 
yesterday  made  it  rather 
more  significant  than  it 
might  have  seemed. 

The  Bank  of  Japan  inter- 
vention and  Mr  Rubin’s 
remarks  came  against  a 
background  of  darkening 
storm  clouds  in  USJapanese 
relations  over  their  perenni- 
ally controversial  trade  bal- 
ance. 

The  Clinton  administra- 
tion has  come  under  mount- 
ing pressure  from  industry 
in  the  last  few  months  to  get 
tough  with  Japan. 


For  all  the  strength  of  the 
US  economy  overall,  the 
manufacturing  sector  has 
slipped  quietly  into  reces- 
sion in  the  last  six  mnnth* 
hit  hard  by  weakness  in 
international  markets,  and 
Japan  Is  widely  seen  as  the 
principal  culprit. 

While  the  main  gripe  so 
far  haa  been  the  alleged 
"dumping"  of  cheap  Japa- 
nese steel  in  the  US  nrarka* 
anti-Japanese  trade  senti- 
ment is  rising  arrosg  a range 
of  industries.  Many  compa- 
nies, backed  by  some  mem- 
bers of  Congress,  are  push- 
ing hard  for  retaliatory 
action  through  a variety  of 
legal  weapons. 

But-  the  one  piece  of  good 
news  these  companies  have 
had  in  the  last  six  wwwthc 
has  come  in  the  foreign  cur- 
rency markets. 

Knee  last  August,  the  dol- 
lar has  declined  from,  its 
peak  by  more  than  25  per 
cent  against  the  yen  — hurt- 
ing Japanese  exporters,  but 
providing  crucial  succour  for 
hard-pressed  US  companies. 

Mast  exporters  would  be 
very  happy  to  see  the  dollar 
fall  further  than  the  Y1I0 
level  it  has  reached  in  the 
last  week. 

Many  in  the  Congress  - 
and,  some  suspect, 'in  the 
administration  - believe  a 
strengthening  yen,  by  hurt- 
ing exports,  encouraging 
imports,  ratchets  up  the 


Spotlight  falls  on  need 
to  finance  US  deficit 


By  Alan  Beattie  In  London 

The  yen’s  surprising  rise 
against  the  dollar  has  con- 
founded traditional  thinking 
in  the  currency  markets. 

By  most  usual  arguments, 
the  yen  should  he  a weak 
currency.  Even  with  the 
recent  rise  in  Japanese  gov- 
ernment bond  yields  to  2 per 
cent  the  return  from  hold- 
ing yen  denominated  assets 
is  still  relatively  low*.  Mean- 
while the  stricken  Japanese 
economy  shows  no  signs  of 
emerging  from  its  troubles. 

But  since  the  collapse  of 
the  US  hedge  fund, 
Long-Term  Capital  Manage- 
ment (LTCM),  and  the  pre- 
cipitate drop  in  the  dollar  in 
October  last  year,  when  it 
fril  by  Y20  in  a few  days, 
traders  in  international 
financial  markets  have 
sharply  reduced  their  expo- 
sure to  risk. 

"The  situation  at  the 
moment  is  almost  like  the 
1950s  and  1960s,”  says  David 
Bloom,  currency  strategist  at 
HSBC  in  London,  “when  cur- 
rencies took  their  lead  from 


current  account  surpluses 
awri  deficits.” 

The  lack  of  activity  in 
financial  markets  has  put 
the  spotlight  an  the  huge  US 
current  account  deficit, 
which  dumps  BlOim  a month 
into  global  financial  mar- 
kets. 

Unwillingness  among  Jap- 
anese investors  to  add  to 
their  huge  stock  of  overseas 
assets  has  threatened  a 
shortfall  ju  funding  for  the 
US  deficit,  contributing  to 
the  dollar’s  fall. 

Previously,  speculative 
market  participants  such  as 
hedge  funds  also  provided 
support  for  tiie  dollar  by  bor- 
rowing in  yen  and  then 
changing  it  into  dollars  to 
take  advantage  of  the  higher 
yield  available  in  US  assets. 

But  after  the  sharp  drop  in 
the  dollar  last  October 
caught  out  many  hedge 
funds,  the  enthusiasm  for 
this  "yen-carry”  trade  has 
declined. 

“Although  many  investors 
are  still  keeping  their  money 
in  hedge  funds,  risk  appetite 
in  the  hedge  fan d industry 


has  still  not  regained  its  lev- 
els before  the  LTCM  col- 
lapse,” says  Dana  Moore 
of  Global  Asset  Manage 
ment 

Japanese  investors  are 
aim  feeling  the  pinch  after 
seeing  the  yen  value  of  their 
dollar-denominated  assets 
plummet  last  year.  This  may 
make  them  less  willing  to 
invest  abroad. 

As  the  realisation  grows 
that  liquidity  may  be  slow  to 
return  to'  the  world's  mar- 
kets, market  strategists  have 
revised  down  their  forecasts 
for  the  dollar  against  the 
yen. 

Ravi  Bui  chan  dani,  chief 
currency  economist  at  Mor- 
gan Stanley  Dean  Witter  in 
London,  was  one  of  the  first 
to  predict  the  effects  of 
thin  markets  pushing  up  the 
yen. 

“hi  illiquid  markets  capital 
flows  matter,”  he  said  in  a 
research  note  published  at 
the  beginning  of  November 
last  year,  “and  current  and 
prospective  flows  in  the  dol- 
lar/yen  market  are  stacked 
against  the  dollar." 
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pressure  on  Japan  to  open 
its  markets.  Some  adminis- 
tration officials  hope 
the  dollar’s  weakness  will 
help  to  ease  some  of  these 
industrial  and  political  pres- 
sures. 

In  these  circumstances, 
any  US  measures  that  could 
be  seen  as  pushing  down  the 
yen  might  not  be  politically 
wise. 

“In  the  current  political 
environment,  the  adminis- 
tration needs  to  keep  its 
Democratic  base  happy. 
Since  manufacturing  indus- 
try an|I  its  labour  nnlnrw  are  - 
an  important  part  of  that 
base,  a policy  designed  to 
strengthen  tfa*  dollar  might 
not  help  much,"  says  Robert 
Honnats,  a former  adminis- 
tration nffifffoi  now  at  Gold- 
man Sachs,  the  New  York 
investment  hank 

But  if  that  impression 
biltw  hold,  it  COUld  Signal  to 

currency  tinders  that  the 
administration  is  Trappy  to 
acquiesce  in  the  further 
decline  of  the  dollar  for  polit- 
ical reasons. 

-Yesterday’s  remarks  by  Mr 
Rubin  need  to  be  seen  in  this 
. context.  Some  observers 
believe  the  Treasury  is  indic- 
ating it  win  not  allow  the 
politics  of  trade  disputes  to 

riirtatp  fhralgn  uTrlumgp  pol- 
icy. 

“That’s  not  whafs  likely 
to  drive  the  Treasury's  pol- 
icy”, says  Mr  Honnats. 


Manufacturing:  omploymen! 


Instead,  the  weakness  of 
the  dollar  poses  two  poten- 
tial problems  for  the  US. 

First,  while  the  strain  it  is 
placing  on  Japan  may  be 
good  for  US  exporters,  it 
could  have  a further  damag- 
ing effect  an  the  world  econ- 
omy. 

If  Japan  continues  to  stag- 
nate, the  global  crisis  that 
convulsed  the  world  last 
year  could  easily  return. 

Second,  any  weakening-  of 
the  dollar  poses  specific 
risks  for  the  US.  Though 
higher  import  prices  are  not 
a serious  concern  in  a period 
of  quiescent  inflation,  the 

prifenHal  impart  OH  financial 

markets  is  worrying. 

If  a sliding  dollar  danragBS 
the  attractiveness  of  US 
financial  assets  in  the  eyes 
of  international  investors, 
that  could  spell  trouble  for 


the  whole  economy. 

Does  that  mean  the  US 
may  now  be  ready  to  support 
the  Rank  of  Japan  with  co- 
ordinated intervention?  Not 
necessarily. 

Since  Mr  Rubin  joined  the 
Treasury,  the  US  has  become 
a very  infrequent  participant 
In  coordinated  attempts  to 
move  currency  markets. 

“The  Treasury’s  approach 
is  one  of  active  caution  — if 
that’s  not  an  oxymoron.” 
says  Dan  Tarnllo,  who  was 
President  Bill  Clinton’s 
adviser  on  international  eco- 
nomics until  a year  ago. 
They  know  forex  Interven- 
tion is  a tool  whose  utility 
diminishes  with  use  - only 
when  there  is  a very  clear 
case  for  action  and  a very 
high  probability  of  success, 
do  they  act;”  he  says. 

In  any  case,  it  seems 


Slowdown  Investors  favour 


seen 
for  US 

US  economists  remain 
pessimistic  about  Asia’s 
prospects  and  foresee  a sig- 
nificant slowdown  in  US 
expansion  in  1999,  the 
National  Association  of  Busi- 
ness Economics  (Nabe)  said 
yesterday.  Renters  reports 
from  Washington. 

A survey  of  130  Nabe 
members  found  US  business 
had  improved  performance 
in  the  final  quarter  of  last 
year  from  the  third  quarter, 
as  strong  capital  spending 
offset  a squeeze  on  manufac- 
turing. But  they  said  the^nrt- 
look  was  not  promising. 

"During  the  first  half  of 
'1999  • Nabe  panellists 
expressed  caution  going  for- 
ward, probably  given  the 
uncertainties  in  Asia.  Panel- 
lists expect  relatively  weak 
economic  performance  there, 
with  rally  one  third  antici- 
pating a turnaround  in  Asia 
before  December  1999." 

Continuing  economic  dol- 
drums in  Asia  meant  US 
companies  would  have  diffi- 
culty raising  their  prices  and 
would  have  to  trim  costs  to 
boost  profits,  Nabe  said. 


Asia-Pacific 


By  Jane  Martinson, 

Investment  Correspondent 

Fund  managers  favour  the 
Asia-Pacific  region,  exclu- 
ding Japan,  above  all  other 
investment  areas  because  of 
the  impact  of  a weak  dollar 
and  increased  enthusiasm 
about  the  area's  economic 
outlook. 

An  international  survey  of 
260  managers  with  assets  of 
$&86bn.  carried  out  for  Mer- 
rill Lynch,  the  US  invest- 
ment bank,  found  last  week 
that  enthusiasm  baa  grown 
since  the  dollar  started  to 
weaken  in  September.  Man- 
agers believe  the  weak  dollar 
could  prompt  an  export-led 
recovery  in  the  region  and 
allow  countries  to  cut  inter- 
est rates. 

The  most  favoured  coun- 
tries are  those  with  a cur- 
rency pegged  to  the  dollar, 
such  as  Hong  Kong. 

Trevor  Greetham,  global 
strategist  at  Merrill  Lynch, 
said:  “The  enthusiasm  is 
based  on  the  belief  that  Asia 
will  recover  as  long  as  the 
dollar  remains  weak.” 

Some  77  per  cent  of  fund 


managers  in  the  Asia-Pacific 
region  expect  their  econo- 
mies to  strengthen  over  the 
coming  year.  This  compares 
with  just  41  per  cent  in  Octo- 
ber. Japanese  managers  are 
the  second  most  optimistic 
about  their  domestic  econ- 
omy, with  just  over  60  per 
cent  seeing  an  Improvement. 

■ US  UK  managers  are 
among  the  least  positive 
about  domestic  economies. 
The  former  expect  gross 
domestic  product  to  increase 
by  22  per  cent  In  1999. 

Enthusiasm  for  the  Asia- 
Pacific  region  started  when 
the  dollar  began  to  feU  Asla- 
Parffic  fund  managers  have 
since  begun  to  buy  more 
shares,  cutting  their  hold- 
ings in  cash  from  21  per  cent 
of  total  holdings  in  Septem- 
ber to  5 per  cent. 

Some  20  per  cent  of  all 
fund  managers,  surveyed 
believe  the  dollar  will  be  the 
world’s  strongest  currency 
this  year.  By  contrast,  69  per 
cent  favour  the  euro. 

Three  quarters  of  UK  man- 
agers expect  the  pound  to 
weaken  against  the  euro 
over  the  next  12  months. 


unlikely  that  there  is  any 
Tine  in  the  sand”  which  the 
dollar  could  cross  that  would 
prompt  immediate  interven- 
tion by  the  US.  Speculation 
that  the  Treasury  might  act 
as  soon  as  the  dollar  slipped 
below  Y105  or  Y100  is  almost 
certainly  unfounded.  What  is 
more  likely  to  cause  concern 
is  the  risk  of  sudden  volatil- 
ity, threatening  to  produce 
big  swings  in  fimm<»ta'j  mar- 
kets. 

But  the  political  pressures 
are  still  strong  and  officials 
cannot  relish  the  possibility 
that  one  day  they  might  be 
seen  to  crane  to  the  aid  of 
Japanese  exporters.  The  best 
hope  for  the  US  administra- 
tion must  be  that  the  Japa- 
nese intervention  works  on 
its  own  and  that  the  dollar- 
yen  rate  stabilises  soon. 


Kateo  Obuchi,  Japanese  premier:  stffi  facing  hard  times  AP 

Japanese  and 
Germans  eye 
co-ordination 
on  currencies 


By  Ralph  Atkins  ml  Frederick 
StOderoarei  In  Bom 

Keizo  Obuchi,  Japan’s  prime 
minister,  last  night  said  bis 
government  wanted  a stable 
yen,  iraHaHng  the  Japanese 
currency  should  have  an 
importance  equal  to  the  dol- 
lar and  the  newly  launched 
euro. 

Visiting  Germany  on  the 
last  stage  of  a European 
tour,  Mr  Obuchi  also  won 
harking  from  Gerhard  Schrfr- 
der,  German  chancellor,  for 
his  proposals  on  “tripartite 
co-operation”  between 
Japan,  Europe  and 
the  US  aimed  at  greater  sta- 
bility in  the  world  currency 
markets. 

Mr  SchrOder  said  the  ideas 
presented  by  Mr  Obuchi 
were  “a  good  basis  for  dis- 
cussions by  G7/G8  finance 
ministers  but  which  will  also 
be  developed  further  at  the 
Cologne  summit  of  the  G7{ 
GS  [in  June].”  The  chancel- 
lor said  It  was  the  task  of 
both  governments  to  ensure 
"more  transparency  and  co- 
ordination” In  tntwnatinnfll 
financial  markets. 

The  Japanese  ideas 'on  cur- 
rency co-ordination  have 
received  a warm  welcome  in 
Bonn.  Oskar  Lafontaine, 
Germany’s  finance  minister, 
has  repeatedly  called  for 
the  international  community 
to  agree  measures  ..Which 
would  help  avert  damaging 
volatility  and  excessive  spec- 
ulation in  currency  markets. 
Bonn  fears  the  crisis  in 
Asian  economies  .will  hit 
German  economic  growth 
this  years. 

Mr  Obuchi  said  the  launch 


of  the  euro  at  the  start  of 
this  year,  to  replace  national 
currencies  within  European 
states,  was  “very  important 
for  the  stabilisation  of  the 
international  currency 
situation.”  Up  until  now,  the 
dollar  had  taken  the  lead 
role. 

Japan  was  now  looking  for 
international  agreement  on 
measures  “so  that  the  cur- 
rency situation  In  the  whole 
world  can  be  improved  fur- 
ther”. He  insisted  the  yen 
was  “just  as  important  as 
the  other  currencies,  the  dol- 
lar and  the  euro".  Govern- 
ments he  had  spoken  to  were 
not  opposed  to  the  yen  hav- 
ing a high  value. 

Mr  Obuchi  said  his  govern- 
ment was  looking  to  improve 
the  strength  of  the  Japanese 
economy  to  underpin  the 
national  currency. 

“Our  policy  should  be  to 
drive  forward  the  stabilisa- 
tion and  strengthening  of 
the  yen  and  I hope  that  this 
will  be  successful,"  Mr  Obu- 
chi said. 

Separately,  Mr  SchrOder 
and  Mr  Obuchi  also  agreed 
to  combine  Japanese  and  EU 
efforts  at  stabilising  the  Rus- 
sian economy.  Mr  SchrOder 
said  Germany,  which  holds 
the  presidency  of  the  EU, 
and  Japan  should  act 
together  more  than  in  the 
past  in  deploying  the  “con- 
siderable resources  of  the 
two  countries". 

Other  topics  covered  dur- 
ing the  talks  at  the  Bonn 
chancellery  included  reform 
of  the  United  Nations  and 
agreement  on  a joint  effort 
to  strengthen  the  role  of  the 
UN  general  secretary. 
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Chinese  trade 
data  skewed 


Province 

decides 


Mm  A A A M.  A ...  ■■ 

OUTSTANDING  BALANCE  LARGE-SCALE  WRITE-OFFS  □ UNDERLYING  DECLINE  PROMf  JS^E^,^. 
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Japanese  bank  lending  falls 


OF  CREDIT  CRUNCH 

4.7% 


by  fraud  and 
smuggling 


on  asset  By  Gffian  Tett  in  Tokyo 


injection 


By  SiSan  Tett  in  Tokyo  and  thus  win  fuel  concern 

' ! that  Japan's  economy  is 

The  balance  of  outstanding1  being  damaged  by  a so-called 


By  Louise  Lucas  in  Kong  Kong 


By  James  Kyngs  in  Bering 


China  announced  yesterday 
that  its  foreign  exchange 
reserves  increased  to  $145bn 
last  year,  raising  the  embar- 
rassing question  of  where 
most  of  the  S88.9bn  in 
reported  trade  and  invest- 
ment gains  has  gone. 

In  the  past,  the  increase  in 
China's  forex  reserves  has 
mirrored  the  gains  from  the 
country's  trade  surplus  and 
Inward  investment.  But  last 
year  the  reserves  climbed 
just  SS.lbn  from  a year  ear- 
lier despite  a trade  surplus 
of  $43.6bn  and  inward  invest- 
ments of  $45Jtbo. 

Chinese  officials  and  econ- 
omists said  that  there  were 
many  reasons  for  the  yawn- 
ing discrepancy,  some  of 
which  are  widely  known  and 
others  which  have  only 
recently  become  clear. 

“The  number  of  illegal 
activities  last  year  means 
that  both  the  trade  surplus 
figure  and  the  investment 
inflow  figures  are  very  inac- 
curate.*' said  one  trade  offi- 
cial. 

Another  trade  official  said: 
The  figure  for  foreign  direct 
investment  in  1998  is  exag- 
gerated. A lot  of  it  is  money 
which  has  been  promised 
but  not  invested  in  China.” 

Officials  said  that  another 
distortion  arose  from  the 
fact  that  some  foreign  cur- 
rency loans,  especially  from 
Hong  Kong,  appear  in  Chi- 
na's statistics  as  direct 
investment.  A significant 
number  of  these  loans  are 
believed  to  have  gone  to  Chi- 
nese entrepreneurs,  mostly 
in  southern  China,  who  have 
created  fake  foreign  ven- 
tures by  setting  up  a shelf 
company  in  Hong  Kong  and 
then  using  it  as  a “joint  ven- 
ture” partner. 

Other  explanations 
included  increased  profit 
repatriations  by  foreign  com- 
panies. currency  fluctua- 
tions affecting  the  dollar 


value  of  the  reserves  and  the 
feet  that  from  the  start  of 
this  year,  some  enterprises 
have  been  allowed  to  keep  IS 
per  cent  of  their  foreign  cur- 
rency pyprrrt  earnings. 

Export  figures  may  also 
have  been  inflated  by 
another  scam  - the  ship- 
ment of  fake  goods,  or  even 
virtually  empty  containers, 
abroad,  hi  one  example,  sand 
was  poured  into  computer 
casings  to  replicate  the 
weight  of  real  computers  in 
the  hope  of  avoiding  detec- 
tion by  customs  officials. 

Officials  said  that  the  vol- 
ume of  fake  exports,  com- 
bined with  the  notional 
value  of  forged  export  certifi- 
cates, has  been  considerable, 
though  no  figures  were 
available.  Export  certificates 
are  usefiil  in  China  because 
authorities  often  require  to 
see  them  before  granting 
permission  to  Import. 

Several  irregularities  have 
occured  to  skew  import  data. 
The  titanic  battle  that  secu- 
rity forces  fought  last  year 
against  smuggling  indicates 
that  the  volume  of  smuggled 
goods  has  been  huge. 

Gun  battles  have  flared 
between  smugglers  and 
police,  accounting  for  a fair 
proportion  of  the  official  toll 
of  more  than  400  murdered 
police  officers  last  year.  Bei- 
jing has  established  a special 
anti -smuggling  security 
force  because  customs 
authorities  in  some  local- 
ities can  no  longer  be 
trusted. 

Import  documents  have 
been  forged  to  the  tune  of 
“several  billions  of  US  dol- 
lars”, officials  said.  But  once 
the  foreign  exchange  has 
been  obtained,  it  has  often 
either  been  sent  abroad  to 
seek  investment  returns  or 
been  used  to  buy  smuggled 
imports. 

It  is  dear  that  the  battle 
against  smuggling  and  for- 
eign exchange  fraud  will 
rage  for  some  time. 


Guangdong  provincial  gov- 
ernment yesterday  said  it 
would  inject  assets  into 
Guangdong  Enterprises 
(Holdings),  known  as  GDE, 
to  enable  its  biggest  com- 
mercial enterprise  outside 
China  to  “resurrect”  itself. 
GDE  group  yesterday  admit- 
ted to  debts  of  US*l9bnplus 
US$265m  outstanding  guar- 
antees. 

Creditors  at  yesterday's 
meeting  were  told  the  pro- 
vincial government  had 
decided  to  inject  assets  with 
strong  cashflow  and  profit  as 
well  as  cash  into  GDE  to 
rebuild  international  credi- 
tors and  investors’  confi- 
dence in  the  embattled 


loans  at  Japanese  banks  fell 
4.7  per  cent  in  December 
compared  with  a year  ear- 
lier, the  largest  such  drop 
since  records  began  in  1991, 


“credit  crunch”. 

The  data  highlight  the 
degree  to  which  some  Japa- 
nese banks  are  starting  to 
restructure  their  balance 


which  data  are  available, 
banks'  overseas  assets  fell 
below  Y100,000bn  «88Bbn) 
for  the  first  time  for  15  years 
to  Y96,B00bn.  This  was 
almost  Y13,000bn  lower  than 
the  level  in  September  and 
Y47,000bn  lower  than  the 


operations  in  order 


Improve  their 


financial 


the  Bank  of  Japan  said  yes-  sheets  in  response  to  mount- 


health.  . v 

Nevertheless,  the  bank 
and  FSA  now  face  a difficult 
policy  dilemma  over  the 
degree  to  which  they  should 

encourage  ba^_ts° 

reduce  domestic  loans. 


terday. 


ing  market  pressure  and 


level  in  October  1997.  reduce  dom^uc 

This  reflects  the  feet  that  Although  e . h-nfc- 


The  fell  partly  reflected  government  reform  plans. 


large-scale  writeoffs  by  Jap-  The  bank  also  revealed  scrambling  to  cut  assets  to 
anese  banks,  which  cause  that  banks’  overseas  assets  improve  their  weak  capital 
the  loans  to  disappear  from  have  been  dropping  sharply  adequacy  ratios.  In  partieu- 
tbe  data.  After  adjusting  far  in  .recent  months  as  some  lar,  the  Bank  of  Japan  and 
this,  the  balance  of  “real”  Japanese  hanks  have  with-  Financial  Supervisory 
lending  foil  only  1.6  per  cent  drawn  from  ' global  Agency  have  recently 
in  December,  the  bank  said,  operations.  stepped  up  demands  that 

However,  this  L6  per  cent  ■ In  October,  the  most  weak  banks  should  with- 
decline  was  also  a record,  recent  available  month  far  draw  from  overseas 


■mis  reflects  tne  ract  mat  ***—-«>“  . . . 

Japanese  banks  have  been,  recognise  at 

scrambling  to  cut  assets  to  need  to  cut  domsti  orerseas 
^vTLir  weak  capital  the  same  paoas®^ 
adequacy  ratios.  In  particu-  loans, 


this,  the  balance  of  “real” 
lending  foil  only  1.6  per  cent 
in  December,  the  hank  said. 

However,  this  L6  per  cent 
decline  was  also  a record. 


Financial  Supervisory 
Agency  have  recently 
stepped  up  demands  that 
weak  banks  should  with- 
draw from  overseas 


sharp  reduction  in  leading 
levels  could  exacerbate  the 
“credit  crunch”  and  hurt  the 


economy:  _ . . 

Consequently,  the  bank 
has  recently  responded  to 


Mahathir  criticises 


group. 

GDE  has  faced  increasing 
difficulty  meeting  its  debt 
repayments  after  the  exit- 
lapse  of  stablemate  Guang- 
dong International  Trust  & 
Investment  Corp  (Gitic)  - 
the  investment  agency 
which  folded  in  October  with 
US$4.37bn  of  debts,  but 
received  no  government 
fiimnrini  support,  to  the  cha- 
grin of  bankers  who  had  lent 
on  the  back  of  such  implicit 
guarantees.  Creditors  of 
GDE  are  being  asked  to 
waive  principal  repayments 
until  April  15. 

Analysts  said  the  govern- 
ment may  have  been  forced 
to  act  over  GDE  by  the  need 
to  retain  confidence  in  at 
least  one  category  of  interna- 
tional fund-raising  vehicles. 
Wary  bankers  have  cut  back 
on  credit  in  the  wake  of 
Gitic;  standing  back  and  let- 
ting GDE  feQ  would  further 
alienate  other  investors. 

GDE’s  total  debt  servicing 
needs  are  estimated  to  reach 
some  US$L2bn  by  the  end  of 
April  (principal  plus  inter- 
est), while  cashflow  is  expec- 
ted to  fall  “substantially 
short”,  Guangnan  (Hold- 
ings), a listed  unit  of  GDE. 
said  in  a statement  to  the 
Hong  Knnp  stock  exchange. 

Guangnan  attributed  part 
of  GDE’s  problems  to  vola- 
tile markets  and  bad  invest- 
ment decisions. 


‘inaccessible’  aid  plan 


By  Ifidayo  Kakamoto  In  Tokyo, 
Shefla  Mdhfly  h Kuala  Unpv 
and  Sander  Tboenes  in  Jakarta 


j Mahathir  MnhaTpftfl.  Malay. 

1 sia’s  outspoken  prime  minis- 
ter, criticised  ttw  Japanese 
government  fix'  its  slowness 
in  responding  to  the  coun- 
try's economic  problems  and 
complained  that  Japanese 
aid  under  the  new  Miyazawa 
plan  was  not  sufficiently 
accessible  to  provide  a rapid 
response  to  the  region's 
financial  and  granmnfo  prob- 
lems. 

In  an  exclusive  interview 
in  yesterday’s  publication  of 
the  Mainichi.  a Japanese 
national  daily.  Dr  Mahathir 
made  unusually  critical 
remarks  about  the  Japanese 
response  to  the  crisis  in  the 
region.  Dr  Mahathir,  who  in 
the  past  has  been  full  of 
praise  for  Japan,  said  Tokyo 
needed  to  act  more  swiftly  to 
stimulate  its  rinmastir  econ- 
omy and  ensure  currency 
stability. 

While  saying  that  Malay- 
sia’s fixed  exchange  rate 
would  remain  until  hedge 
funds  were  regulated,  he 
warned  that  an  excessively 
strong  yen  could  force  the 
country  to  abandon  the  fixed 
rate. 

Dr  Mahathir  noted  that 
the  yen’s  instability  matte  it 


difficult  for  the  Japanese 
currency,  which  has  moved 
erratically  In  recent  months, 
to  become  a key  currency  in 
the  same  way  that  the  euro 
will  be  for  Edrope.  But  most 
notable  was  big  criticism  of 
the  New  Miyazawa  Initia- 
tive, named  after  finance 

mirrigtor  Viifhi  Miyuamt,  to 

help  the  five  most  troubled 
countries  hi  the  region  with 
J30bn  in  aid. 

Countries  wanting  to  take 
advantage  of  the  Miyazawa 
plan  have  to  go  through  a 
highly  complicated  process 
that  maria  the  funds  inacces- 
sible, Dr  Mahathir  said.  Mai. 
ayxia  has  been  one  of  the 
biggest  beneficiaries  of  the 
initiative  so  far. 

Japan  has  committed  itself 
under  the  plan  to  providing 
a two-step  loan  of  $S00m 
through  the  Japan  Export- 
Import  Bank  and  h««  guar- 
anteed a $560m  structured 
loan  from  Sumitomo  Bank  of 
Japan.  The  Sumitomo  loan 
was  maite  available  at  an  all- 
inclusive  cost  of  funds  Of  3.4 
per  cent,  equivalent  to  an 
AAA  rating. 

The  Japanese  government 
has  also  pledged  another 
$5bn  under  the  Overseas 
Economic  Co-operation  Fund 
(OECF)  at  interest  rates 
ranging  from  0.75  per  cent  to 
1.7  per  cent 


Thailand  has  received 
ffimmitmentt  for  a total  Of 

JI-S5bD  for  economic  and 
financial  restructuring, 
while  Korea  is  to  receive  a 
total  of  S3bn.  including 
fQ  aTm  in  untied  loans. 

But  Dr  Mahathir,  who  has 
refused  to  seek  international 
Monetary  Fund  assistance,  is 
clearly  growing  frustrated 
with  efforts  to  gain  through 
alternate  routes  the  M$62bn 
CUS$l6.3bn)  In  assistance 
Malaysia  estimates  it  will 
need  over  the  next  two 
years;  Asian  countries  have 
been  lobbying  aggressively 
to  receive  assis- 

tance under  the  New  Miya- 
zawa Initiative.  One  advan- 
tage is  that  the  Japanese 
government  is  not  insisting 
on  economic  and  financial 
reforms,  as  a condition  for 
receiving  aid,  as  the  IMF  is. 

Ginandjar  Kartasasmita, 
Indonesia’s  co-ordinating 
minister  for  economy. 
finance  and  industry,  is  due 
to  arrive  In  Tokyo  an  Friday 
to  press  for  more  details  on 
the  Miyazawa  plan.  He  Is 
expected  to  ask  for  $3bn  and 
may  also  suggest  some  fund- 
ing options. 

A.  Japanese  banker  in  Jak- 
arta suggested  neither  Jak- 
arta nor  Tokyo  had  made  up 
their  minds  about  uses  for 
the  funds  but  said  the 


Mahathir,  complained  about  highly  eompBcstad  process 


money  would  be  best  spent 
on  soft  loans  to  selected 
export-oriented  industries 
and  infrastructure  that 
would  facilitate  exports, 
which  would  bring  in  badly 
needed  hard  currency.  The 
money  should  go  to  the  real 
economy,”  he  said. 

Trade  credits  are  unlikely 
as  an  existing  $lbn  trade 


guarantee  of  Japan's  Exlm 
Rank,  offered  a year  ago  and 
set  up  after  much  delay  last 
August,  has  barely  been 
used.  Indonesian  bonks  are 
too  bard  up  for  cash  to  mkp 
risks  on  any  letters  of  credit, 
and  Jakarta  only  recently 
took  up  Japan's  suggestion 
of  insuring  part  of  the  letter 
of  credit 
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presses  in  threat 
Pakistan  to  nuclear 
for  forex  freeze  • 
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Australia  upsets  Jakarta 
with  East  Timor  switch 


By  Fartan  Bottom  in  Warns  bed 
aid  Anbnr  Taylor  in  London 


By  Join  Burton  ta  Seoul 


Hub  Power  Company, 
Pakistan's  largest  private 
power  generation  company, 
yesterday  served  prelimi- 
nary notices  on  the  govern- 
ment  and  the  state-owned 
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power  company  accusing 
them  of  breach  of  contract 

The . move  appeared 1 to 
escalate  a dispute  between 
the  government  and  Hubco, 
in  which  National  Power  of 
the  UK  has  a 26.  per  cent 
shareholder. 

Hubco  said  that  the  gov- 
ernment had  failed  to  pro- 
vide foreign  to  the 

company  to  pay  its  foreign 
creditors. 

“In  accordance  with  the 
Implementation  Agreement, 
the  government  has  been 
notified  of  the  breach  which 
would  entitle  the  company 
to  treat  such  breaches  as  a 
government  of  Pakistan 
event  of  default,”  it  said.  ~ 

Analysts  said  the  company 
had  the -option  of  issuing  a 
final  termination  notice  in 
three  months  if  the  . govern- 
ment did  not  allow  payments 
of  dues. ' 

The  dispute  began  last 
year  when  Pakistani  investi- 
gators accused  Hubco  of 
bribing  officials  in  Wn>  gov- 
ernment of  Benazir  Bhutto, 
the  former  prime  minister, 
to  win  lucrative  conditions 
such  as  a high  tariff  for  the 
power  It  sells  to  the  state- 
owned  Water  And  Power 
Development  Authority.  The 
government  unilaterally  cut 
the.  tariff  promised  to  Hubco 
under  a revised  contract  fin- 
alised under  the  Bhutto  gov- 
ernment. 

Analysts  said  yesterday's 
development  could  set  back 
Pakistan’s  prospects  for 
seeking  an  international  res- 
cue package  of  about  SSAbn, 
backed  by  the  IMF  and  the 
World  Bank.  , 

National  Power  said  in 
November  that  provisions  to 
cover  possible  losses  in 
Pakistan  accounted  for  the 
bulk  of  a £30m  ($50m)  fell  in 
half-year  international  prof- 
its after  tax  which  fell  from 
£S7m  to  £37m.  Group  after- 
tax profits  in  the  six  months 
to  the  end  of  September 
before  exceptional  items  fell 
from  £208m  to  £l80m_ 


North  Korea  yesterday 
threatened  to  cancel  a 
nuclear  freeze  agreement 
with  the  US  after  it  accused 
Washington  of  delaying 
promised  economic  aid. 

Analysts  believe  the  latest 
threat  is  a bargaining  tactic 
to  win  new  concessions  as 
North ‘Korea  and  the  US  pre- 
pare to  meet  in  Geneva  this 
weekend 

Under  the  nuclear  freeze 
accord  signed  In  Geneva  in 
1994,  North  Korea  promised 
to  dismantle  its  suspected 
nuclear  weapons  programme 
in  exchange  for  commercial 
nuclear  reactors  and  fuel-oil  i 
supplies  from  an  US-led  ] 
International  consortium. 

But  Pyongyang  has  com- 
plained about  delays  in  the 
construction  of  the  promised 
reactors,  while  oil  shipments 
have  slipped  behind  sched- 
ule. “We  can  no  longer 
afford  such  losses,”  It  stated 
■ “The  US  has  not  faithfully 
; implemented  any  of  its  com- 
mitments. This  compels  the 
| DPRK  (North  Korea]  to 
I expect  nothing  any  longer 
from  the  Agreed  Frame- 
! work,”  North  Korea’s  official 
newspaper  Rodong  Sinmun 
said 

It  warned  that  “if  the  US 
reneges  on  the  Agreed 
Framework  and  invites  mili- 
tary confrontation,  then  the 
people's  armed  forces  and 
our  people  win  seek  a solu- 
tion- according  to  a method 
of  their  choice”. 

North  Korea  and  tbe  US 
are  due  to  meet  in  Geneva 
on  Saturday  to  discuss  a US 
demand  for  access  to  a sus- 
pected nuclear  facility  near 
the  North's  main  nuclear 
complex  at.  Yongbyon. 

The  talks  come  before 
four-party  talks  resume  on 
Monday  involving  the  two 
Kareas,  China  and  the  US  on 
a peace  treaty  to  replace  the 
armistice  that  ended  the 
1950-53  Korean  war. 

North  Korea  is  rinmanrtiwp 
the  US  pay  *S00m  for  a one- 
tune  inspection  of  the  sus- 
pected nuclear  site,  which 
Pyongyang  has  claimed  is 
for  “civilian  purposes”.  It 
has  said  it  may  accept  other 
aid  from  the  US  in  Ken  of  the 
5300m,  which  Washington 
has  refused  to  provide. 


Indonesia  responded  bitterly  last  night  to  Australia’s 
announcement  of  a poHcy  reversal  on  East  Timor.  Can- 
berra had  been  one  of  the  few  western  governments  to 
recognise  Jakarta's  1976  annexation  of  the  island's  east-  • 
em  half  but  Alexander  Downer,  the  foreign  minister,  said 
yesterday  Australia  would  support  autonomy  and  eventual 
self-determination  for  the  East  Timorese  in  what  he 
described  as  an  “historic  shift”  in  policy. 

Mr  Downer  qualified  the  policy  change,  saying  Australia 
would  corrttoue  to  recognise  Indonesian  sovereignty  over 
East  Timor  lor  the  time  being.  He  warned  that  an  immedi- 
ate move  toward  self-determination  could  “reignite  civil 
war*  in  the  province.  Australia  would  prefer  to  see  East 
Timor  remain  part  of  Indonesia,  but  would  support  any 
decision  by  the  East  Timorese  to  become  independent 
after  a period  of  autonomy,  he  said. 

„ Mr  Downer  also  called  for  a significant  reduction,  rather 
than  withdrawal,  of  Indonesian  military  presence  on  the 
Island.  “The  level  of  troops  is  far  too  high  ’ he  said.  Indon- 
esia yesterday  expressed  “deep  regret"  at  Mr  Downer's 
remarks  and  said  the  policy  change  could  have  an  adverse 
HTipact  on  current  International  negotiations  over  East 
Tenor.  Gwen  Robinson,  Canberra 


INDONESIAN  POLITICS 


Parliamentary  threat  to  budget 

«- • ■ ■ 


Indonesia's  parliament  yesterday  objected  to  budget  alto- 
rations  fora  bail-out  of  the  banking  sector,  putting  at  risk 
themost  important  element  of  the  govemmenfsefforts  to 
revive  the  economy. 

With  an  eye  on  the  first  free  elections  in  40  years  in 

**  **  parliament  factions  said 
toe  Rpl8,OOObn  ($2L3bn)  allotment  for  recapitalisation  of 

SndJta£.banks  was  100  much  taxpayers’ 
money  for  the  sake  of  a few  rich  Indonesians. 

orZ?'!1!!.^  paUy  3,50  d0mand«t  revision  of 
^^^sr^wnsunderiym^  the  draft  budget,  due  to 

SSrtdS  ^ ar0ued  **  ^ exchange  rate 

"ZZ*?  l^tow  ttie  assumed  Rp7,500  per  dollar,  called 

suweated  the 

debt  10  reduc°  «p«*- 

In  years  that  parliament  raised  any 
substenbve  obstacles  to  the  budge.  Sander Thomas, 
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noiiticai  criticism  over  this 
credit  crunch  by  offering  to 
increase  its  own  loans  to 
banks  which  promise  to  pass 
the  money  on  to  companies. 

However,  yesterday’s  fig- 
ures indicate  that  this  polky 
has  had  limited  success  so 
far  Combined  outstanding 
loans  at  city  banks,  long 
term  credit  banks  and  trust 
banks  fell  3.1  per  cent  in  the 
year  to  December,  after 
removing  bad  loan  write 
offs. 

Outstanding  loons  at 
regional  banks*  hw  ever, 
rose  0.7  per  cent,  while  loans 
from  second  tier  regional 
banks  rose  SL7  par  cent 


' •»  ‘ .-!*• 


* idflNu" 


> - 


.t  t-wfi  sSHf- 
■Vi  ,'ia#' 
- -ui 


1 K y 


i -r.| w - 


, rv'  S v 


" '*s 


"...  JfcAK*/ 


. -*»lc  *» 


'•**  WWW. 


_>.  njumuimt 


-*"•***  #. 


;**-;~*  ; 
i-  - 

•i.  r+Jk/tzaei 

m- 

- if' 

•I.-*.*#. 


- . i ■ ■ aJ.  j *|T*  • 


•n-  .ri 


.mpmnes*  oni 


formal 

r H channel 


W Wf  - 


-V  gtt 


-m:wmL 


:iOn  * .. *mm 

ul]  l.vl  . ■ 

\ '0|)n 


11  issues 


•*<p-  KJfe*  - 


thrift 


6*  I JZa 


FINANCIAL  TIMES  WEDNESDAY  JANUARY  13  1999 


arw-f.-^, 


S',  fjr.v  '. 


^ * 7 y L^gET  F1LES  REVEAL  probe  into  claims  of  link,  between 

/Terror  groups  6trai 


BRITAIN 

ARREST  OF  BRITONS  AND  KIDNAPPINGS 

nins  in  UK’ 


By  Andrew  Partcor, 
PoQticai  Correspondent 
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The  government  yesterday 
round  itself  in  the  embar- 
rassing position  of  admitting 
that  It  could  not  act  against 
extremist  groups  accused  of 
running  terrorist  training 
camps  in  the  UK. 

A confidential  Foreign 
Office  document  obtained  by 
the  Financial  Times  reveals 
the  government  is  aware  of 
the  training  camps  but  that 
police  have  not  moved 
against  them.  “Her  Majesty's 
Government  was  aware  of 
the  existence  of  so-called 
training  camps  in  UK  and 


these  were  investigated  by 
appropriate  authorities. 
These  investigations 
revealed  no  illegal  activi- 
ties," the  document  says. 

No  charges  have  been 
brought  under  a law  passed 
last  year,  which  for  the  first 
time  made  it  an  offence  to 
conspire  in  the  UK  to  com- 
mit terrorist  offences  abroad. 

The  Foreign  Office  docu- 
ment discloses  police  are 
investigating  allegations 
(hat  the  kidnap  of  16  tourists 
in  Yemen  on  December  28 
was  directed  by  individuals 
in  the  UK.  There  are  also 
allegations  that  the  Wdwap 
is  linked  to  the  arrest  live 


Government  ready 
to  transfer  power 
to  run  ministries 

N Ireland  power  sharing  is  not  quite  like 
regional  government  under  way  in  the  rest 
of  the  UK,  John  Murray  Brown  writes 

Later  this  year,  for  the  more  recent.  The  wain 
first  time  in  more  than  a impact  of  tbe  government’s 
quarter  of  a century,  constitutional  reforms  in 
mal  power  will  be  returned  Scotland  and  Wales  has  been 
M7  Northern  Ireland,  wielded  to  help  counter  traditional 
jHy  a motley  group  of  career  unionist  fears  that  Northern 
.politicians,  clergymen  and  Ireland  was  beintr  treated 


days  earlier  in  Yemen  Of  five 
Britons  on  suspicion,  of  ter- 
rorism. 

Supporters  of  Sharjah,  an 
extremist  Moslem  organisa- 
tion based  In  London,  has- 
admitted  being  in  contact 
with  the  kidnappers.  Last 
month  tbe  group  organised 
an  Islamic  camp  which 
offered  “military  training  for 
brothers’*  at  a mosque  in 
north  London.  Tbe  group's 
website  ■ includes  material 
from  Osama  fain  Laifow,  the 
Islamic  terrorist  accused  by 
the  US  of  bombing  its 
embassies  in  Africa. 

Abu  Hamza,  head  of  the 
group,  said  he  would  “love 


Ireland  Assembly 


. it"  if  the  Yemeni  regime  was 
overthrown,  adding  that  vio- 
lence was  ^Justifiable". 

Families  of  the  five 
arrested  Britons  confirmed 
.that  two  of  them  are  related 
to  Mr  Hamza.  They  warned 
there  would  be  “blood  on  the 
streets"  if  the  Britans  were 
executed.  Rash&d  Yaqoob. 
the  fatnUim;1  spokesman, 
said  Mohstn  Gbalain.  one  of 
the  five,  was  a.  stepson  of  Mr 
Hamza.  He  added  that 
Mohammed  Mustafa,  who 
had  evaded  arrest  with  the 
five,  was  a son  of  Mr  Hanna. 

The  Foreign  Office  docu- 
. meat,  referring  to  the  five, 
says:  “We  understand  the 
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.fix  agreement 


-Against  agree  matt 


Later  this  year,  for  the 
first  time  in  more  than  a 
quarter  of  a century, 
mal  power  will  be  returned 
47  Northern  Ireland,  wielded 
Hy  a motley  group  of  career 
politicians,  clergymen  and 
former  paramilitaries. 

If  the  dispute  over  para- 
military arms  can  be 
resolved,  the  UK  govern- 
ment will  transfer  responsi- 
bilities soon  to  the  108- 
member  power-sharing 
assembly  for  10  ministries 
covering  agriculture, 
economic  development,  edu- 
cation, environment,  finance 
and  health  and  social  ser- 
vices. 

What  is  happening  is  not 
strictly  part  of  the  regional 
government  which  Tony 
Blair,  the  prime  minister, 
has  set  in  train  for  the  rest 
of  the  UK. 

There  has  long  been  cross- 
party support  in  parliament 
& London  for  restoration  of 
.some  form  of  local  democ- 
J/icy  in  Northern  Ireland 
while  the  appetite  in  London 
for  regional  government  in 
Scotland  and  Wales  is  much 


more  recent.  The  main 
impact  of  tbe  government’s  - 
constitutional  reforms  in 
Scotland  and  Wales  has  been 
to  help  counter  traditional 
unionist  fears  that  Northern 
Ireland  was  being  treated 
differently  from  the  rest  of 
the  UK  It'  was  always  diffi- 
cult for  John  Major's  Conser- 
vative government  to  argue 
for  regional  government  in 
Northern  Ireland  while  deny- 
ing it  to  the  Scots  and  the 
Welsh. 

Arthur : Aughey.  politics 
lecturer  at  the  University  of 
Ulster,  believes  that  by  for- 
tuitous 'timing  the  Labour 
government  has  in  effect 
neutralised  the  “integration- 
ist"  tendency  among  the 
dwindling  band  who  stuck  to 
the  notion  that  Northern 
Ireland  was  “as  British  as 
Finchley"  in  the  words  of 
Margaret  Thatcher.  Finchley 
is  the  district  of  north  Lon- 
don that  Baroness  Thatcher 
once  represented  in  the 
House  of  Commons. 

But  the  new  assembly  is 
just  one  pigment  of  a more 
ambitious  constitutional  set- 
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tlement  for  Northern 
Ireland.  This  involves  new 
relations  between  the  region 
and  the  Republic  of  Ireland, 
and  - separately  - tbe 
British -Irish  council  (fairing 
the  governments  of  the  UK 
and  republic  with  the  Scot- 
tish parliament  and  Welsh  ■ 
assembly  and  the  small  leg- 
islatures in  the  Isle  of  Man, 
between  England  and 
Ireland,  and  the  Channel 
Islands,  between  England 
and  France. 

Brendan  O’Leary,  politics 
professor  at  the  London 
School  of  Economics, 
believes  UK  policymakers 
have  always  been  “wflBngto 
contemplate  constitutional 
novelties  because  Westmin- 
ster has  always  viewed 
In  v r’ 
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Northern  Ireland  as  riiffprpnt 
from -the  rest  of  the  union". 

He  says  tbe  UK  govern- 
ment continues  to  think  of 
two  unions:  the  union  of 
England  and  Wales  with 
Scotland,  and  that  of  Great 
Britain  and  Northern  Ireland 
- a product  of  the  Act  of 
Union  of  1801,  which  the  26 
counties  of  southern  Ireland 
left  in  1922. 

Where  regional  govern- 
ment in  Scotland  is  seen  by 
the  central  UK  government 
as  a way  to  thwart  simmer- 
ing nationalist  discontent  in 
Northern  Ireland  its  main 
purpose  is  to  encourage  local, 
politicians  to  work  together. 
The  . complicated  power- 
sharing formulae  underpin- 
ning the  assembly  areJ 
* < ;*  * ? jTt 


designed  to  foster  a cross- 
community  consensus  and 
thwart  extremists.  Particu- 
larly among  nationalists 
there  would  still  be  some 
misgivings,  given  the  50-year 
experience  of  Stormont  - 
“the  Protestant  parliament 
for  a Protestant  people”,  as 
unionists  called  it 
The  Northern  Ireland  Act 
stipulates  three  categories  of 
law-making  powers:  those 
unlikely  ever  to  be  trans- 
ferred, such  as  foreign  rela- 
tions; those  that  could  one 
day  be.  transferred,  such  as 
policing  and  criminal  justice 
that  were  handled  by  the 
home  affairs  ministry  in  ear- 
lier Northern  Ireland  admin- 
istrations; and  those  already 
transferred. 


Companies’  online  data  may  be  illegal 


By  Jim  Kelly, 

Accountancy  Correspondent 

Lending  companies  could  be 
breaking  the  law  by  improp- 
erly disclosing  financial 
information  on  their  internet 
sites,  according  to  research 
published  today  by  Bristol 
Business  School. 

Professor  Roger  Hussey 
found  that  while  FTSE  100 
companies  increasingly  used 
their  websites  to  disclose 


financial  data,  some  put  up 
unaudited  information,  or 
mixed  audited  with  un- 
audited data  without  telling 
users. 

He  said:  "Where  informa- 
tion is  unaudited  or  no  state- 
ment 1s  given,  there  is  the 
concern  over  the  lack  of 
assurance  to  the  investor." 
Day-to-day  updates  of  infor- 
mation added  to  the  risks. 

References  to  audit  “quite 
frequently  fail  to  take  the 


form  required  by  company 
legislation”,  Prof  Hussey, 
said.  Statutory  requirements 
applied  when  publishing 
results  electronically. 

The  survey,  sponsored  by 
Deloitte  & Touche,  the 
accountants,  found  that 
between  August  1997  and 
March  1998,  the  number  of 
FTSE  100  companies  using 
their  websites  to  disclose 
financial  information  rose 
from  54  to  68. 


Use  of  the  internet  for 
financial  reporting  is- grow- 
ing fast  because  of  the  costs 
of  traditional  methods  and 
the  rise  in  demand  for  extra 
data  about  companies. 

“But  tiie  study  questions 
the  credibility  of  the  infor- 
mation due  to  lade  of  Inde- 
pendent assurance,"  said 
Prof  Hussey. 

• Home  internet  usage  in 
Britain  more  than  doubled 
last  year  as  more  consumers 


went  online,  Paul  Taylor 
writes.  According  to  the 
fourth  annual  internet 
report  prepared  by  Continen- 
tal Research,  to  be  published 
tomorrow,  25  per  cent  of  the 
UK  population  have  accessed 
the  Internet  - lL5m  adults 
compared  to  7 per  cent  in 
1995.  “The  internet  contin- 
ues to  grow  at  a fantastic 
rate.”  says  Cohn  Shad  dick,  a 
director  of  Continental 
Research. 


Setback  for  main 
BBC  TV  channel 


By  John  fiappar, 
Media  EtHtor 


BBC  I,  the  BBC’s  flagship 
television  channel,  gained 
less  than  a 30  per  cent 
annual  share  of  the  UK  view- 
ing audience  Inst  year  for 
the  first  time  in  its  history, 
according  to  figures  due  to 
be  published  shortly. 

Tbe  fall  represents  a psy- 
chological blow  for  BBCI, 
which  has  defended  itself 
honor  than  1TV,  the  main 
terrestrial  commercial  net- 
work. over  the  past  few 
vears  against  growing  com- 
wotiuon  from  Channel  Four, 
Channel  Five,  and  against 
'cable  and  satellite. 

It  could  also  influence  a 
panel  appointed  by  the  gov- 
ernment yesterday  to  advise 
on  setting  the  level  of  the 
licence  fee  up  to  the  year 
SWG.  The  BBC  spent  £783m 
(Si.Sbni  of  its  licence  fee 
funding  uf  finite  last  year 
on  BBCI.  The  BBC.  barred 


from  broadcasting  coroner- 
cial  advertisements  on  its 
radio  and  television  chan- 
nels, is  funded  by  proceeds 
from  the  fee,  a state  levy  on 
users  of  television,  sets. 

The  performance  of  BBCI 
is  watched  keenly  by  adver- 
tisers because  It  is  the  stron- 
gest competitor  to  channels 
allowed  to  carry  advertising. 
It  is  also  important  to  the 
BBC’s  aim  of  providing  a 
universal  service. 

Consolidated  figures  for 
1998  show  that  the  BBCI 
share  of  television  viewing 
Tell  to  29.5  per  cent  from  30.8 
per  cent  the  previous  year. 
ITYs  viewing  fell  from  3&9 
per  cent  to  31-7  per  cent  over 
the  same  period. 

Most  of  the  loss  of  viewing 
was  due  to  a stronger  show- 
ing by  flannel  Five,  which 
is  partly-owned  by  Pearson, 
the  owner,  of  the  Financial 
Times.  Its  share  rose  from 
2.3  per  cent  in  its  launch 
year  of  1997  to  4-3  per  cent  i 


S0CCER-0N  TV  COURT  HEARS  LEAGUE  DEFENCE  TO  CARTEL  CLAIM 

Sport  ‘would  be  damaged 
by  individual  club  deals’ 


By  John  Mason, 

Law  Cowls  Correspondent 

English  soccer  would  be 
profoundly  damaged  if  the 
Office  of  Fair  Trading  suc- 
ceeded in  aiding  the  Pre- 
mier League’s  ability  to 
negotiate  television  rights 
collectively,  the  Restrictive 
Practices  Court  was  told 
yesterday. 

Insisting  that  dubs  negoti- 
ate TV  deals  individually 
would  damage  the  commer- 
cial prospects  of  all  but  the 
top  football  dubs  and  leave 
broadcasting  companies  in 
an  unacceptably  powerful 
position,  lawyers  for  the  Pre- 
mier League  argued. 

The  Premier  League,  the 
BBC  and  Sky  Television  are 
all  opposing  the  move  by 
John  Bridgeman,  director- 
general  of  fair  trading,  to 
end  the  collective  agreement 
which  the  OFT  maintains  is 


anti-competitive  and 
amounts  to  an  illegal  carteL 

Under  the  agreement 
which  expires  in  2001.  Pre- 
mier League  dubs  receive 
£743xn  ($1 ,2bn)  from  the  BBC 
and  Sky  in  return  for  televi- 
sion rights  and  the  money  is 
distributed  among  all  clubs. 
The  BBC  is  the  pubhcservice 
broadcaster  and  Sky  is  the 
satellite  network  in  which 
Rupert  Murdoch’s  media 
group  is  the  biggest  stake- 
holder. 

The  OFT  has  argued  that 
uniting  this  agreement  would 
give  more  broadcasters  the 
right  to  buy  soccer  rights 
and  increase  consumer 
choice  by.  allowing  more 
soccer  on  television. 

However,  Charles  Aldous, 
a lawyer  for  the  Premier 
League,  said  the  collective 
agreementwas  vital  to  the 
game’s  wellbeing.  The  divi- 
sion at  the  revenues  allowed 


smaller  clubs  to  compete, 
buy  quality  players  and  to 
improve  stadiums. 1 

He  said  that  ending  the 
collective  agreement  would 
mean  some  less  well-off 
clubs  would  not  survive,  at 
least  not  without  selling  off 
top  players. 

“This  will  result  in  a free- 
for-all.  with  the  Premier 
League  being  run  for  the 
benefit  of  major  broadcast- 
ing companies  who  will 
acquire  stakes  in  major 
dubs.“  he  said.  Big  clubs 
would  be  forced  to  play 
matches  at  times  dictated  by 
television  schedules  while 
less  fashionable  dubs  would 
struggle  to  sell  their  rights,  i 

The  government’s  football  j 
taskforce  concluded  earlier  ] 
this  week  that  the  collective  ! 
agreement  was  vital  to  foot-  I 
ball’s  future.  | 

The  hearing  is  expected  to  : 
last  about  three  months. 


Elton  John  issues  writ  over  ‘loss  of  $34m’ 


By  ABce  Rawsttwm  fa  London 

Klton  John  yesterday  issued 
a writ  against  Andrew  Hay- 
dun.  former  director  of  Wil- 
liam A.  Bong,  his  holding 
jAmpany.  and  Priccwater- 
■notiseCoopers.  its  auditor. 
jRhi > writ  claims  that  Bong 
tost  cum  ttO-Bml  because  of 
Rogtigcncv  by  both  parties, 
and  breach  df  trust  by  Mr 
Haydun. 

Over  the  years,  many  pop 
stars  haw  made  similar 
accusation*  agaiaat  ttxeiT 


once-trusted  advisers.  The 
latest  move  comes  when 
structural  changes  in  the 
music  market  may  make 
stars  even  more  dependent 
on  their  advisers. 

The  relationship  between 
pop  stars  and  advisers,  par- 
ticularly managers,  is  so  per- 
sonal that  it  varies  enor- 
mously. When  the  Spice 
Girls  were  managed  by 
Simon  Fuller,  his  company 
handled  virtually  every 
aspect  of  their  affaire,  from 
nmnhlnB  fafihfon  StVbStS  tO 


helping  them  choose  clothes. 

Other  stars  prefer  a 
hands-on  approach.  Mick 
J agger  was  described  by  a 
former  lawyer  as  “marching 
into  my  office  and  lecturing 
me  on  tax  law,  which  he 
knew  mare  about  than  I did, 
thpii  slouching  in  his  chair 
and  pretending  to  lock  bored 
when  outsiders,  like  the  tea 
lady,  came  in". 

But  most  stars  are  other 
uninterested  in  finance,  tar 
so  busy  touring  and  record- 
ing. that  they  delegate 


responsibility  for  it.  The 
« inring  power  of  enduring 
stars  has  rocketed,  as  has 
the  value  of  the  alleged 

f|-nnrtK  apinirt  Hum.  Sting’S 

former  accountant  was  sen- 
tenced to  six  years’  impris- 
onment in  1995  for  stealing 

<ftn  faun  th»»  dnpwr. 

Frank  Presland,  Elton 
John's  personal  lawyer,  said 
yesterday  he  “could  not  pos- 
sibly comment”  on  how 
much  money  his  ^client 
earns,  but  estimated.  Bong’s 
ammahsed  turnover,  mostly 


Mr  John’s  touring  Income 
and  song  royalties,  at  SlOOm. 
He  claimed  that  the  £20m 
allegedly  taken  from  Bong 
disappeared  between  1986  to 
1996,  but  only  came  to  light 
early  last  year. 

The  value  of  such  claims 
could  become  even  higher  in 
fixture  if,  as  many  observers 
predict,  superstars  sever 
their  links  with  record  com- 
panies by  distributing  their 
music  themselves  over  the 
internet  or  other  digital 
networks. 


men  were  detained  on  suspi- 
cion of  conspiring  to  carry 
out'  terrorist  attacks  cm  tar- 
gets in  Aden.  We  had  no 
prior  information  about  the 
apparent  plans  of  the  group, 
or  about  an  alleged  bombing 
campaign  against  British 
interests  there.” 

Scotland  Yard  said:  “We 
are  aware  of  certain  groups 
running  survival  courses,  it 
is  not  an  offence  to  ran.  these 
courses  providing  the  tech- 
niques taught  do  not  break 
the  law.  If  any  breach  of  the 
law  is  brought  to  our  atten- 
tion it  will  be  investigated 
and  any  appropriate  action 
will  be  taken." 


Scottish 
poll  deals 
blow  to 
Labour 
party 

By  James  Buxton  In  Edinburgh 

Tbe  governing  Labour  party 
has  suffered  a reverse  in  the 
latest  opinion  poll  for  the 
Scottish  parliament,  drop- 
ping back  to  just  ahead  of 
the  Scottish  National  party, 
which  campaigns  for  inde- 
pendence for  Scotland. 

The  survey,  conducted  fry 
ICM  for  The  Scotsman  news- 
paper, also  shows  backing 
for  Scottish  independence 
lower'  than  a year  ago, 
though  a majority  would 
still  vote  narrowly  for  an 
independent  Scotland  in  a 
referendum.  Support  for  the 
Labour  party  in  Scotland  has 
dropped  from  44  per  cent  in 
November  to  88  per  cent 
today,  while  the  SNP  Is 
static  with  36  pa  cent,  tbe 
poll  indicates.  The  Conserva- 
tive party  has  15  per  cent,  its 
highest  scare  in  the  past  six 
months,  and  the  pro-Euro- 
pean Liberal  Democrats 
have  10  per  cent,  against  7 
per  cent  in  November. 

If  voting  intentions  were 
translated  into  seats  in  the 
Scottish  parliament,  for 
which  the  first  elections  will 
be  held  in  May,  Labour 
would  have  55  of  the  129 
seats  against  43  for  the  SNP, 
17  for  the  Conservatives  and 
14  for  the  liberal  Democrats. 

The  Liberal  Democrats 
could  then  choose  whether 
to  form  a coalition  with 
Labour  or  with  the  SNP.  The 
Lib  Dems  have  recently  held 
informal  talks  with  the 
Nationalists.  Last  June  and 
July  the  SNP  caused  the  gov- 
ernment concern  when  it 
surged  atipafl  of  labour  in 
the  Scottish  opinion  polls, 
before  falling  back. 

• The  Scottish  Landowners' 
Federation  yesterday  critic- 
ised a government  proposal 
to  allow  local  communities 
to  buy  country  estates  at 
prices  set  by  a government- 
appointed  valuer  InnbMri  of 
by  the  open  market,  unless 
the  owners  received  full 
compensation. 

Many  landowners  used 
land  as  collateral  in  borrow- 
ing money  from  bank  to 
fund  their  operations,  the 
federation  said.  The  banking 
system  would  be  disrupted  if 
there  was  a sharp  fall  in  the 
value  of  land  as  a result  of 
the  government’s  proposals. 

It  might  consider  taking  a 
test  case  to  the  European 
court  of  human  rights  if  land 
was  bought  by  a local  com- 
munity at  a price  set  by.  the 
government  valuer  that  was 
well  short  of  what  the  prop- 
erty might  achieve  on  the 
open  market  and  no  compen- 
sation was  paid.  - 


NEWS  DIGEST 


EMISSION  TARGETS 


BP  Amoco  to  acknowledge 
case  for  energy  tax 

BP  Amoco,  the  oil  company,  will  today  acknowledge  a 
case  for  imposing  energy  taxes  on  business.  Rodney 
Chase,  president  and  deputy  chief  executive,  will  set  out  a 
case  for  using  fagoted  energy  taxes  in  conjunction  with 
emission  targets  for  individual  companies.  He  argues  that 
an  energy  tax  could  be  a powerful  instrument  for  changing 
behaviour.  He  will  make  his  case  in  a speech  to  the  Fabian 
Society,  a leftwing  think  tank. 

The  scheme  proposed  by  BP  Amoco  requires  the  gov- 
ernment to  impose  emission  reduction  targets  on  individ- 
ual companies  from  an  agreed  baseline,  if  the  company 
failed  to  meet  Its  target,  it  would  be  taxed.  Alternatively, 
companies  could  be  rewarded  by  a tax  reduction  if  they 
met  the  target.  The  scheme  calls  for  taxes  to  be  used  in 
conjunction  with  voluntary  agreements  and  "emissions 
trading" , which  allows  companies  to  buy  and  sell  surplus 
emission  reductions  “credits"  from  exceeding  their  reduc- 
tion targets.  Vanessa  Moulder,  London 

FRENCH  TELECOMS  GROUP 


Sagem  to  open  R&D  unit 

Sagem,  France's  second  largest  telecommunications 
group,  is  to  open  a research  and  development  operation  in 
Chatham,  to  the  south-east  England  county  of  Kent 
Sagem,  based  In  Paris,  also  has  interests  in  the  defence 
and  vehicle  sectors.  Most  of  the  200  jobs  being  created  in 
Kent  will  be  for  software  and  telecommunications  engi- 
neers, primarily  developing  internet  products. 

The  operation,  on  the  site  of  a former  naval  dockyard, 
will  house  the  R & D department  of  Sagem's  terminals  divi- 
sion, which  makes  fax  terminals  and  mobile  telephones. 

Kent  has  about  20  French  companies.  The  mast  recent 
was  SBE  a mobile  telephone  repairer,  which  set  up  in 
Ashford  two  years  ago  and  employs  more  than  100  staff. 

A year  ago  there  was  speculation  that  a wave  of  small 
French  companies  would  move  to  Kent  in  search  of  lower 
payroll  taxes,  but  the  expected  invasion  never  came 
about  Brian  Groom,  London 


UFE  EXPECTANCY 

Gap  closing  between  sexes 

The  historic  gap  In  life  expectancy  between  men  and 
women  is  closing,  as  the  UK  rate  of  improvement  in  the 
average  male  life-length  has  been  10  per  cent  higher  than 
expected  over  the  past  12  years.  Average  male  mortality  is 
improving  significantly  faster  than  female,  according  to  an 
examination  of  the  number  of  deaths  amongst  holders  of 
Whole  of  Life  Endowment  policies  by  the  Faculty  and  Insti- 
tute of  Actuaries.  The  trend  is  not  expected  to  alter  pre- 
mium rates  significantly  in  the  shot  term. 

The  other  key  trend  of  the  research  is  confirmation  of 
the  wide  differential  in  life  expectancy  due  to  smoking.  The 
mortality  rate  for  women  smokers  is  now  twice  as  high  as 
the  rate  for  non-smokers,  and  for  men  1.7  times  higher. 
This  means  that,  on  average,  30-year-old  women  smokers 
will  tie  seven  years  sooner  than  non-smokers.  For  males, 
30-year-old  smokers  will  die  5.5  years  sooner  than  their 
non-smoking  contemporaries.  Simon  Buckby,  London 


POSTHUMOUS  NOMINATION 

Ted  Hughes  on  book  prize  list 

Ted  Hughes.'the  Poet  Laureate,  who  died  to  October,  has 
been  shortlisted  for  this  year’s  Whitbread  Book  Award,  val- 
ued at  £21,000  ($35,280).  He  won  the  Poetry  Award,  worth 
£2,000,  for  Birthday  Letters,  a personal  account  of  his  rela- 
tionship with  his  first  wife,  poet  Sylvia  Rath,  who  commit- 
ted suicide  to  1963.  Hughes  won  the  Whitbread  last  year 
for  Tales  of  Ovid.  This  year,  the  overall  winner  will  be  cho- 
sen on  January  26.  Since  his  death,  Hughes's  reputation 
has  soared.  On  Monday,  he  won  the  1998  T.  S.  Biot  Prize, 
worth  £5,000,  awarded  by  the  Poetry  Book  Society  to 
Birthday  Letters.  Antony  Thorncroft,  London 


55  Finance 

eCONOUC  a HNANCIAL  SHMCeS  SA. 


ANNOUNCEMENT 


FIRST  INTERNATIONAL  PUBLIC  TENDER  FOR  SALE  OF  THE  ASSETS  OF 
"HELLENIC  TARTARIC  ADVANCED  TECHNOLOGY  INDUSTRY  SJL"  known  as  “HELLENIC  TARTARIC" 
ETBA  FBiANCB  ECONOMY  A FWMBAL  S37VJCES  SA,  asiabfiahad  ta  Athens  ( J Erakwlbanaus  & Vas.  ConstanUnou  Sa.).  « 
Hi  capacity  as  apodal  fcMdator,  by  virtue  of  Qeoiafon  No.  203/1093  of  Ihe  NatpAxi  Court  of  Appeal,  cf  Bra  above  company  wtVch  Is 
hspeddfotasilita  as  pwartictorifte  of  Uw1B86yifl90,aa  supplemented  by  ankle  14  of  Law  200QfiB8i  as  currarriyn  lore® 

ANNOUNCES 

a Braf  Nanwaoral  Pitfc  Hiretar,  wfih  seated.  btadtag  offere  tor  the  sate  ol  tha  trad  assets  ol  -HELLENE  TARTARIC  ADVANCED 
TECHNOLOGY  INDUSTRY  SA"  known  as  HELLBflC  TARTARIC. 

Stamnasy  data  on  ttw  company  under  Rqukfetton 

•HELLENIC  TARTARIC  ADVANCED  TECHNOLOGY  INDUSTRY  SA'  known  as  "HELLENIC  TARTARIC*  owns  an  mdusMal 
camptax  abated  In  thaindustiM  none  of  Mefeaiata  Mustafa  on  a pier  e#  land  about  19.1 00m  ta  area.  T7«  tears  buftSnjp  cover  an 
area  ol4|48Bnfcl  tha  ptataflh  a buB  states  area  of  4g\4nf.  Tha  medwrtcaf  equpmentol  tea  factory  Is  modem  and  dates  owr  ! 
the  past  five  years.  The  factory  produces  tartaric  Ime  and  9S~  alcohol  tram  ntos  raaiduBa  j 

• Tbrms  of  theTandar 

1.  Ihe  tondKvri^oonduteltaaDQoittencowlh  tea  prouBkmafenicto48eii  Law  189211990  as  aupptenKntod  by  irtfcta  14  ol  I 
Law  200011991  aa  currsnEy  In  ton*;  ihe  tans  cortalnod  In  tea  present  Amowamant  and  the  tome  cortamad  in  tha  Offering 
Mamocandum,  r*9anfcaa  of  wh«hwr  or  not  tfwy  are  repeated  h the  presort.  Tt»  submkretan  ol  a Wnang  offer  knpttes 
accapt&nce  of  al  tease  tarma 

2.  EntofMrtadparitesmay  qbteh  a dWaled  CfUrtr®  Mamoianifcan  and  ask  lor  any  otew  Womwton  on  signaBw  of  a eonMartteiiy 
agreenm. 

3.  iRtanaatM  pantos  are  invttad  to  submit  a Mated,  tending  offer  to  (tie  OectiaJia  notary  pubac  assigned  to  the  lander, 
ten.  MarigoUa  A Anfotopontau  dl  UteHtpte.  Haairtnlmat.  (30724)  23433  by  12  noon  on  Monday,  6- Fateuary  1999. 

Otao  must  be  attemBfad  tn  parson  or  by  a laply  auteortaad  raprafiantedvai  Otters  sutnrtted  beyenfite  tone  Bma  vr9  no!  bo 
aocapted  or  taken  Into  conafctereUon.  OffaarmuH  not  contain  tarn*  upon  arfkdi  that  binding  quaky  wl  depend  or  uMch  create 
vapeneta  aMi  ngud  to  tee  amount  or  tbs  method  of  payment  ol  Itia  ofterad  pnee  or  Mfi  regard  to  any  <*her  Haemal  ports. 
The  HqMkMDr  company  and  tea  oadtor  have  tea  AjH.  at  teeir  tneontrovartbta  decrcAon.  eOierta  reject  ettet  wtKti  cantata 
term  and  aaospllona.  tadapandsny  or  whodiar  tease  arv  hUhar  then  osier  offers,  or  consUer  them  to  ba  norvoontataed.  In 
atakta  casa  tee  offer  remataa  btodrgj  wth  ragafd  te  tea  rest  qt  Its  oonlanL 

4 Offers  must  ba  acconvanled,  on  parody  ol  cancs8aCon  of  tea  otter,  by  a loner  et  guarantee  from  a fiat  dasa  bank  togoty 
opandlng  In  Greece,  to  tea  amount  of  one  hundred  mOon  drachmas  (OCR  100000,000}  as  per  specimen  oonjataed  m tee 
Odaitag  Mamorendum,  Mid  until  Is  raban  to  tea  guarantor  bank  and  guaranteeing  bote  tea  stastance  of  tee  offer  sufamood  and 
any  Improvements  made  to  L 

5.  The  offers  wZ  be  opened  by  tea  ahoafl  mandemadnamy  kihorefllca  at  14:00  honraort  Monday.  B^Ftmiary  1999.  Mamsted 
parteai  who  ham  admMad  btadbig  offere  Htfdn  tee  tfena  Ante  ara  anUdad  lo  attend  tee  openmg  of  tee  otters. 

6.  Tha  sealed,  btadtag  oltere  nud  qteeEealy  state  ilia  offered  araourd,  In  trial  currency  and  tee  method  of  payment  (ateeteerta 
cash  or  on  cradt).  h tea  owrt  Ihai  peymoti  la  to  ba  on  eracte  tea  aflar  must  auto  tea  renteer  of  mstahieno.  whan  they  are  to  be 
paid  and  tea  tatareM  rata  during  tee  Benin  parted  up  to  final  aaUamenL  It  mmtfan  is  not  made  of  a)  tea  method  of  patm*«i 
b)  whether  tea  baAnco  on  cradi  wfl  bear  Intsresl  or  not  0)  tee  rata  oftatereei  d)  tea  cunency  of  tee  ottered  pare,  teen  n wfl  be 
oorrwpMKfinoiy  deemed  (hat  0)  Aa  amauir  «■  be  paid  ta  each,  ft)  tea  babnee  on  cre<*  «■  not  bear  warwr.  c)  tee  rate  Of 
Merest  for  tea  baianoa  on  cw&  nl  be  ealcUatod  on  tea  interest  nta  of  tee  latest  Issue  of  atom  bonds  of  one  year's  tension, 
id  d)tee  currency  shafi  be  knkwamwa. 

7.  Tha  fectoryboflered  for  any  kind  of  production  teal  tea  purchaser  may  choose,  in  any  ewre.  however,  tee  purchaser  must  aha 
own  expanse  and  can,  aee  to  tea  oorraspondng  Issuing  of  ha  neceseary  work  perrnL 

a In  tea  event  ol  part  paytnant'teOhtdMhapraaartwdue  wil  bafefcan  Inio  account,  artch  wfl  ba  catadated  wfli  tha  Merest  rata 
of  tee  Ware  Iseua  of  state  bands  of  one  yawls  duadon.  ■ tea  ofiar  to  made  m fanrijyi  currmey.  lor  As  conversion  no  tbadunas, 
tee  Bring  price  of  the  Bank  of  Giaaca  an  tea  lhal  day  for  tea  submission  alerters  to  tee  presertKndenvm  be  used. 

9.  lha  hljpM  bidder  o tea  tsndwrt  Ire  tee  cm  wftmolferwldaanred  by  tee  ereaorETBAS  A.  fcfiorringteB  proposal  to  teto 
Nfea  by  B»lqukfetof.tt>  bo  Pm  moat  ■atWarsciy  tar  tea  nadtere  of  tea  company  ktlfctmdawin 

10.  Tha  elements  wHdh  make  m tee  eompan/a  asaeb  stel  be  sold  Its  is  and  where  tsr  and,  more  spscflcaly.  In  teeir  actual  and 
legal  coroatan  and  at  tea  pfeca  where  they  an  etomed  on  tha  day  ol  tagnature  ct  the  safe  cnntiact.  The  Bqudan  and  taa 
cradttore  are  not  mponaMe  lor  legal  or  aotaal  detects  or  dsMandae  of  any  land  of  tea  assets  lor  sate,  nor  lor  any  taeompteta  or 
Inaccurate  daaotpfen  of  team  In  tea  Offering  Memorandum.  Mwestad  parties,  should,  wtta  teeir  own  mem.  tNgenco  and 
responafitty,  and  afthafr  own  wpanse.  look  Into  and  fam  tealr  ono  aasasamant  of  tea  objects  ter  safe  Tha  ntetm&un  ol  mi 
offer  taipffea  teat  tea  htereeted  pnty  is  Wly  aware  of  tea  legal  and  oeteal  sate  of  Ihe  objects  tor  sate. 

11.  In  tea  avare  teal  tea  panon  to  whom  tea  acuta  of  tea  company  under  fcaridabon  are  adjurfeaud  hlb  In  Ms  oUgafion  to  appear 
af  tea  Uma  and  pfeca  specified  In  fee  NaridaMns  tavtaten.  ta  outer  to  sign  tea  retadvo  cctaiaa  m acrodaneo  wMi  tt»  terms  of 
tee  preaare  AmouMamant  and  of  hb  often  aa  firefly  composed  teen  tea  guarantee,  aa  above,  is  larfMed  ta  fevaur  af  tee 
*tu*feS3f  and  tee  creofem  In  onter  to  oover  if  eipansBs  of  wny  hnd  ama  spare  and  or  paper  tasaas  oustahacL  ««  no 
obfigaion  to  provide  proof  of  such,  or  oonddar  tea  amount  as  a peneSy  ctauas  aral  ootfect  N bom  the  grarantor  bank. 

12.  The  Bquidalor  and  the  crettoa  bear  no  reMonsfbUy  towards  punlclpartaki  the  tauter,  both  wan  regard  to  top  report  asaaastng 
tea  ofian,  to  teeir  proposal  of  tee  highest  bktaar.  to  tltsfr  decision  to  repeat  tea  tender  and.  generafiy,  w*h  regard  to  other 
cteetatana  taken  concemtag  tea  precsdhn  and  uacudon  of  tea  fender. 

19.  Those*  parVas  taking  pail  In  tea  fender  and  submitting  offers  do  not  acquire  any  righk  tSatm  « demand  horn  the  present 
Armunnenftni  and  tram  feetr  parictoafion  ta  tea  fender.  agUnat  tea  Squkfetor  or  tea  credBora  far  any  cruse  or  reason 
14.  According  b pare.  13d  arfcfe  46a  of  feaMBBZflBBO  the  safe  contract  and  tee  necessary  tranafsra  atoning  hwn  1 and  any  citwr 
refcSwa  transaction  are  exempted  trom  taxaa,  ebaa  ernrte  ra  teM  pany  rights  or  atamp  dudes.  «vhia  me  agios  and  fees  el 
notaries,  tewyen  turarviaare  and  mangapore  are  reatrioad  to  30K.  Any  avpansas  moored  or  the  asto  of  tea  assets  R/KT.  tea 
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Big  five 
shudder 
at  digital 
jukeboxes 


Thousands  of 
teenagers  now  routinely 
e-mail  music  to 
their  friends.  Alice 
Rawsthom  outlines 
a revolution  in 
the  industry 

I Early  this  year,  a squad  of 
I International  Business 
Machines  engineers  will 
be  dispatched  to  San  Diego  to  set 
up  the  Madison  Project,  an  exper- 
imental system  whereby  consum- 
ers can  order  digital  versions  of 
albums  to  be  delivered  to  their 
computers  in  six  minutes. 

Only  a year  ago,  record  execu- 
tives dismissed  the  prospect  of 
music  being  bought  and  sold  on 
such  systems  as  techie  sensation- 
alism. They  have  since  been 
proved  wrong  by  the  thousands 
of  teenagers  who  routinely  down- 
load songs  from  internet  sites  in 
the  form  of  MP3  computer  files 
and  e-mail  them  to  friends. 

Universal,  Sony,  Warner,  EMI 
and  Bertelsmann  - the  big  five 
companies,  which  command  80 
per  cent  of  the  $38bn  (£22.6bn) 
global  music  market  - are  so 
anxious  to  sen  online  that  they 
have  agreed  to  participate  in 
IBM's  Madison  Project  in  the  US, 
and  may  take  part  in  similar  tri- 
als planned  by  British  Telecom 
and  Deutsche  Telekom.  They  are 
also  trying  to  agree  a technical 
standard  - the  Secure  Digital 
Music  Initiative  (SDMI}  - on 
which  they  can  operate  pirate- 
proof  online  sales  systems  by 
Christmas  1999. 

Whenever  record  companies 
have  faced  technological  change 
before  - from  vinyl's  invention, 
to  that  of  the  compact  disc  - ini- 
tial scepticism  has  turned  to 
enthusiasm  when  they  realised 
how  to  make  money  from  it.  Hie 
big  five  hope  the  digital  music 
market  will  provide  another 
financial  fillip  but,  unlike  previ- 
ous changes,  this  one  threatens 
to  redefine  the  relationship 
between  record  companies,  their 
retail  customers  and  recording 
artists. 

The  online  and  offline  music 
markets  could  co-exist  comfort- 
ably, if  music  continued  to  be 
sold  over  the  internet  in  its  pres- 
ent form  of  compact  discs  or  cas- 


settes purchased  by  mail  order. 
Record  stores  would  gradually 

lose  market  share  to  nniina  spe- 
cialists, such  as  CD  Now  and 
Music  Boulevard,  which  are 
about  to  merge,  and  Amazon. 
Conversely,  famous  independent 
shops,  such  as  Chicago's  Dusty 
Groove,  could  broaden  their  cus- 
tomer bases.  Record  companies 
would  continue  to  use  the  inter- 
net for  promotion:  EMTs  sites 
now  receive  1m  hits  a month. 
Prices  would  fall,  as  stores 
matched  the  discounts  offered  by 
online  retailers  with  lower  costs. 
Otherwise  the  industry  would 
remain  intact  Once  digital  deliv- 
ery systems,  such  as  the  Madison 
Project,  get  under  way,  record- 
ings will  no  longer  be  sold  as 
physical  products,  but  as  digital 
signals.  That  means  the  growth 
of  nniine  sales  has  dramatic 
implications  for  manufacturing. 

So  far,  the  big  five  have  been 
too  worried  about  the  dearth  of 
legal  or  technical  protection,  and 
about  the  risk  of  upsetting  tradi- 
tional retailers,  to  participate  in 
digital  delivery.  But  there  is  now 
a vibrant  underground  scene  of 
digital  jukeboxes,  such  as  IUMA 
and  MP3.com  in  the  US,  which 
charge  unsigned  acts  about  8250 
to  post  up  their  recordings.  Con- 


Prices  would  fall,  as 
traditional  stores 
matched  the 
discounts  offered  by 
online  retailers 


sumers  can  hear  the  music 
online  for  free,  or  pay  to 
download  it 

These  legitimate  digital  juke- 
boxes are  not  direct  threats  to 
the  music  establishment.  Most  of 
their  acts  are  too  uncommercial 
to  appeal  to  the  big  five,  although 
a few  have  been  snapped  up  - 
notably  Sublime,  which  has  sold 
3.5m  copies  of  an  album  for  Uni- 
versal since  being  plucked  from 
IUMA. 

But  the  industry  is  threatened 
by  pirate  jukeboxes  relaying 
unauthorised  copies  of  copy- 
righted music.  The  RIAA  has 
taken  legal  action  against  several 


pirate  sites,  and  employs  digital 
detectives  to  surf  the  internet  for 
others.  Yet  there  are  now  thou- 
sands of  pirate  jukeboxes,  and 
Forrester  Research  claims  150,000 
songs  are  available  on  MP3  files. 

The  RLAA  fears  internet  piracy 
will  spiral  out  of  control  now 
that  portable  MP3  recorders,  such 
as  Diamond  Multimedia’s  the 
Rio,  which  it  tried  unsuccessfully 
to  ban  last  autumn,  are  in  the 
shops.  The  Rio  retails  for  $199  in 
the  US,  and  giirtfiar  products  are 
in  the  pipeline,  inclnding  the 
Yepp,  a credit  card-sized  device 
manufactured  by  Samsung  of 
South  Korea. 

The  big  five  are  Intensifying 
their  efforts  to  gnt|lr  t>m  digital 
music  market.  They  signed  a 
secret  agreement  to  participate  in 
IBM's  Madison  Project  in  Novem- 
ber. and  last  month  declared  the 
SDMI  plan.  If  aQ  goes  well,  they 
will  start  digital  delivery  this 
autumn,  and  hope  to  create  a 
lucrative  business  of  selling 
direct  to  consumers,  and  keeping 
the  retailer’s  profits. 

As  the  digital  music  market 
expands  (a  recent  IUMA  study 
claims  digital  delivery  will 
account  for  $3.7bn  of  the  $19bn 
US  market  in  2007),  the  price  of 
music  is  likely  to  fell.  But  record 
companies  - if  not  traditional 
retailers  - should  be  compen- 
sated for  reduced  offline  profits 
by  plump  margins  on  online 
sales. 

Yet  those  calculations  assumed 


that  thp  big  five  will  continue  to 
dominate  the  music  market  In 
the  digital  era  - »™i  that  is  far 
from  certain.  Traditionally,  they 
have  used  their  commercial  clout 
to  strengthen  their  Tnarfcpt  posi- 
tions by  bidding  up  the  cost  of 
everything  from  peak-time  televi- 
sion advertising,  to  record  shop 
windows  and  prominent  display 
positions.  The  big  five  may  have 
trapped  themselves  in  a Holly- 
wood-style  cycle  of  escalating 
market  costs,  but  they  have  also 
made  It  hard  for  gmaiiar  compa- 
nies to  compete  against  them. 

Size  will  be  less  of  an  advan- 
tage in  the  digital  marketplace, 
where  the  barriers  to  entry  - and 
to  attracting  consumers'  atten- 
tion - win  be  considerably  lower. 
Digital  jukeboxes  are  the  online 
version  of  independent  labels, 


but  with  such  smaller  cost  bases 
that  they  may  prove  more  resil- 
ient. Young  musicians  have 
always  preferred  to  eschew  multi- 
nationals by  signing  to  hip  inde- 
pendents. But  those  indie  labels 
have  often  bad  to  sell  stakes  to 
the  Mg  five  after  experiencing 
cashflow  crises;  which  is  how  U2 
ended  up  on  Universal’s  roster 
and  Oasis  on  Sony’s.  The  multi- 
nationals may  have  less  chance 
to  prey  on  digital  jukeboxes  and, 
if  the  independent  sector  of  the 
digital  music  market  is  finan- 
cially more  stable  than  its  offline 
counterpart,  bands  Hire  Sublime 
may  be  less  inclined  to  leave  it 
Yet  these  problems  pale  beside 
the  risk  of  the  big  five  losing 
control  of  their  biggest  assets: 
established  superstars  who  may 
decide  to  bypass  both  record  com- 


panies and  retailers  by  handling 
their  own  distribution.  Some  acts 
have  already  done  this,  notably 
the  late  Frank  Zappa,  who  built  a 
lucrative  mail-order  business  in 
the  1970s.  But  most  stars  con- 
tinue to  believe  they  need  to  tap 
into  a record  company’s 
resources  to  distribute  and  to 
market  their  music. 

The  internet  may  provide  an 
efficient  alternative,  particularly 
for  established  superstars,  who 
have  loyal  fan  bases  and  can 
afford  to  hire  marketing  consul- 
tants to  handle  promotion.  Such 
stars  could  also  negotiate  securit- 
ised loans  against  their  future 
royalties  from  investment  banks 
(as  David  Bowie  has  done)  to 
replace  cash  advances  from 
record  labels.  They  could  even 
license  the  rights  to  retail  distri- 


bution to  a label  or  wholesaler^ 
Lawyers  sav  some  superstars  are 
now  discussing  the  long-ter* 
possibility  of  handling  their  otj 
internet  distribution,  rather  th» 
renewing  record  deals. 

The  big  five  are  already  trying 
to  prevent  this.  Sony  has 
instructed  its  labels  to  ensure 
that  new  and  existing  contracts 
Include  provision  for  various 
online  rights,  including  artists' 
Internet  domain  names.  EMI 
recently  demanded  that  the  Boss- 
tie  Boys  remove  MP3  versions  of 
songs  from  their  internet  site: 
and  Universal  had  a similar  spat 
with  Chuck  D.  The  artists  were 
forced  to  back  down,  but  the  Mg 
five  know  they  will  face  far 
bloodier  battles  with  their  super- 
stars  over  the  digital  music  mar- 
ket in  future. 


•Tl 


, A*  \ 

\i  * * 


cv  m 

death 


0 


onflne  market 


1996 


US  ramie  Sm 


'■rsar  _ 

T.sa 

/-V 5.  - 

•a* 

'32 

'-an  . 

7 nfr 

. r'  28, 

■ML 

Otas 


UrWnraaHSaagram) 


1998 


99"  2000*  01*  02- 


Trafifaral  12pB6  12£22  12327  13jK1  12306 


117  446  73!  1,156  1384  3£K 


-Vi 


m*  order 


Digital 

cfeflrery 


13 


185  588  ajSj? 


Total 

='.  Warner  Mua&y 
fine  Warn) 


12^83  13pm  13,705  14^61  1SJM7  1*007 


J.  ’.i ' 


JOHN  W.  HUNT 

ADVISES 


Got  the  skills, 
but  the  face 
doesn’t  fit 


US  and  UK  firms 
dominate  management 
consultancy  despite  the 
demand  for  a wide 
array  of  talents 

Dear  Professor  Hunt. 

I am  a Gorman  management 
cmisuiiant  with  a Swiss-based 
firm.  / would  tike  to  work  with  an 
American  or  British  firm  as  they 
seem  to  dominate  most  markets. 
My  problem  is  getting  into  one.  I 
do  not  hold  an  MBA,  but  can  offer 
several  years  ’ high-level 
experience  in  industry  and  an 
economics  degree  from  a good 
German  university.  However,  on 
several  occasions  US  and  UK 
firms  have  told  me  I do  not  "fit". 
Could  this  be  to  do  with  my  lack 

of  an  MBA ? Or  my  particular 
experience?  Or  could  it  be  to  do 
with  my  skills? 

Prof  Hunt  replies: 

Without  knowing  the  specifics  of 
your  story  1 can't  say  for  sure. 
However,  within  management 
consulting  there  is  a huge  array 
of  different  talents  and  needs  - 
and  if  you  are  experiencing 
difficult)'  breaking  into  a US  or 
UK  firm  you  may  need  to  focus 
your  experience  and  knowledge 
more  tightly  on  a particular 
niche  in  the  marketplace.  Talent 
is  one  thing:  translating  it 
successfully  across  cultures  can 
be  another  matter  altogether. 

This  may  seem  unfair,  but  - as 
you  rightly  conclude  - US  and 
UK  firms  are  dominant 
throughout  the  world.  Indeed,  at 
a time  when  the  world  seems 
intent  on  talking  itself  into  a 


recession,  management 
consulting  is  a great  success 
story,  particularly  in  Europe. 
Surveys  indicate  that  fee  income 
in  the  UK  for  the  top  100  firms 
increased  by  37  per  cent  between 
1996  and  1997,  giving  a total  fee 
income  in  excess  of  £4bn.  There 
was  a similar  increase  In 
continental  Europe,  the 
overwhelming  bulk  of  which  was 
earned  by  UK  and  US  firms. 

A simplistic  reason  for  such 
dominance  is  that  the  highly 
individualistic  British  and 
American  cultures  encourage 
those  personal  profiles  that  are 
suited  to  most  forms  of 
consulting.  At  strategic  or 
top-team  levels  these  typically 
comprise  a high  desire  for 
autonomy,  recognition,  financial 
rewards,  intellectual  rigour  and 
challenge  - and  they  are  less 
interested  in  managerial  power 
or  deep  relationships  with  a 
stable  team  of  people.  Many  are 
loners  who  relish  the  bus  of 
working  on  their  own  to  solve 
problems  for  clients.  You  will 
find  parallels  in  other  professions 
such  as  corporate  law,  merchant 
hanking,  software  development, 
and  advertising. 

UK  and  US  cultures  are  rooted 
in  a scientific,  analytical  belief  in 
rational  solutions  to  problems. 
This  belief  attempts  to  extract 
emotion  and  politics  from  the 
decision  process;  a practice  far 
less  evident  in  cultures  with  a 
greater  interest  in  power  and 
politics,  or  even  the  views  of  the 
collective. 

MBA  programmes  reinforce 
both  this  rational  approach  and 
the  skills  required  to  hold  to  it 
They  also  attract  self-starters.  So 
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it  is  not  surprising  to  see 
business  school  graduates  meet 
the  kind  of  profile  the  UK  and  US 
firms  prefer.  It  is  an  arrangement 
which,  suits  both  the  individual 
and  the  firm. 

However,  many  MBAs  who  go 
into  consulting  on  graduating  do 
so  because  they  are  unsure  of 
what  career  to  pursue. 
Management  consulting  offers  a 
chance  to  delay  that  decision  a 
little  longer  and  continue  the  - 
rather  grand  - analyses  af 
business  their  school  taught 

ttiwn 

In  recent  years  there  has  been 
a shift  to  recruit  consultants  with 
more  business  experience,  who 
have  decided  they  are  interested 
in  consultancy  as  a permanent 
career  and  who  may  not  have  an 
MBA.  So  do  not  despair  at  your 
lack  of  an  MBA  - your  time  may 
becoming: 

It  is  important  you  do  not  fall 
for  the  consulting  hype.  It  is  not 
for  everyone.  As  the  consultant, 
you  are  only  an  adviser  and  your 
clients  experience  the  fim  of 
managing.  True,  In  global 
strategy  or  accounting-based 
firms  there  are  people  who  do 
manage  large  numbers  of 
consultants  on  complex 

assignments.  However,  they  may 
be  perceived  by  colleagues  to  be 
second-rate.  The  top  consultants 
are  the  analytical  autonomous, 
creative  problem  solvers  who 
have  little  ambition  to  get  then- 
hands  soiled  by  managing  others. 

Further,  there  are  many  factors 
that  drive  people  out  of 


i H 





consulting.  These  include  endless 
travel  long  hours,  too  many 
nights  away  from  home,  and 
weeks  on  assignment  in  another 
city.  While  Moscow  or  Brussels 
may  be  exciting  for  the  first  three 
weeks,  by  tbs  10th  week  the  hotel 
and/or  the  Clients  are  becoming 
irritating:  And  as  your  expertise 
develops,  your  assignments  begin 
to  repeal  as  your  reputation,  for 
example,  in  finanHai  control 
systems  in  the  cdl  industry,  starts 
to  entrap  you. 

On  the  positive  side  you  can  be 
your  own  person.  There  is  a lot  of 
variety,  if  finding  solutions 
rather  than  implementing  thwn 
appeals  to  yon,  consulting  Is  bard 
to  beat 

So  white  the  doors  to 
consulting  in  US  or  UK  firms 
may  not  be  opening  as  readily  as 
you  might  wish,  the  growth 
in  this  Industry  should 
encourage  you. 

However,  if  you  still  experience 
difficulties  persuading  a firm  to 
see  you,  you  should  ask  if 
consulting  is  really  for  you.  After 
all,  as  a consultant  ycrar  most 
important  skill  is  your  capacity 
to  influence.  If  you  do  sot  have 

this  sun,  you  are  missing  an 
important  weapon  from  your 
armoury,  and  1 would  suggest 
you  think  a little  harder  about 
your  career  path. 

John  W.  Hunt  is  Professor  of 
Organisational  Behaviour  at . . 

London  Business  School  and  a 
consultant  to  private  and  public 
sector  clients.  This  column 
appears  fortnightly. 
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INFORMATION  TECHNOLOGY  BRIEFS 


IT  giants  team 
up  to  prioritise 
online  resources 

Traditional  corporate  networks 
share  network  capacity,  or 
bandwidth,  equally  among  users 
and  applications  - regardless  of 
their  relative  importance.  This 
makes  it  difficult  to  ensure  there 
Is  enough  bandwidth  for  a 
specific  Unction,  event  or 
process  such  as  a video 
conference  ore-commerce 
server  - and  thereby  to  maximise 
the  return  from  investment  in  the 
equipment. 

Now  Microsoft,  Compaq 
Computer  and  Cisco,  three  of  the 
largest  IT  groups,  have  teemed 
up  to  develop  a “directory 
enabled”  technology. 

it  brings  together  Microsoft's 
active  directory  technology  - 
built  Into  the  software  group's 
forthcoming  Windows  2000 
operating  system  - and  Cisco’s 
networking  services  for  active 
directory  enabling  a network  to 
direct  capacity  to  where  It  Is 
most  required.  Compaq  will  act 
as  the  preferred  integrator  for  the 

technology. 

The  initiative  means,  for 
instance,  that  a company's 
accounts  department  can 
demand  extra  bandwidth  at 
year-end  to  handle  the  auditing 
process,  or  an  international  video 
conference  can  be  booked 
online  and  sufficient  bandwidth 
diverted  to  sustain 
the  fink. 

Similarly,  a financial  services 
company  could  offer  its  most 
valuable  clients  priority  access  to 
a trading  network. 

'Networks  will  become 
more  discerning,"  says  Phil 
Smith,  business  development 
manager  for  Cisco  In 
the  UK. 

“They  will  be  able  to  channel 
power  where  it  is  critically 
required  by  the  business  but  with 
sufficient  deftness  to  apply 
privileges  to  Individuals.  That  . 
translates  into  greater  return 
on  investment  from  the 
network." 
www.asoo.coro 


Different  designs 
drawn  in  3-D 

In  today’s  fiercely  competitive 
manufacturing  environment, 
where  a product’s  fife  is  often 
measured  in  months  not  years, 
easy  access  for  everyone 
involved  In  the  development 
cycle  to  product  design  data  and 
onscreen  3-D  images  can  bring 
significant  business  advantages. 

The  problem  to  date  has  been 
the  technical,  economic  and 
functional  barriers  to  integrating 
information  from  different  design 
programs,  and  enabling  easy 
access  within  different 
departments  to  users  who  are 
not  skilled  In  the  specialist 
software  that  created  the  data. 

Division  Group,  the  UK-based 
leading  supplier  of  product  data 
visualisation  and  simuiation  tools 
believes  it  has  developed  the 
solution  with 

dV/ProductView,  a web-based 
software  tool  capable  of 
bitegrating  disparate  digital 
product  data. 

Using  dV/ProductView  anyone 

with  a standard  web  browser 

suchas  Netscape  Navigator  or 
Microsoft  Explorer  can  access, 
visualise,  inspect  and  annotate 
an  onscreen  virtual  product, 

fiy-through  sequence  or 
documents. 

■pie  new  software  can  view  a 
range  of  3D  Cad  (Computer 
*ried  Design)  data.  2D  drawings, 
documents,  audio  and 
multimedia  fees,  real-time 

data  from  Division’s 
dWMockUp  tools  and  product 
mefa  data  and  has  direct  finks  to 
most  product  data  management 
systems. 

www.dfasfon.cauk 

TV  breakthrough 
from  Pixtech 

The  CRT  (cathode  ray  tube) 
semen  continues  to  defy  those 
^opr^Kniteearty.tSntee- 
aWwugh  adropmLCD  (liquid 

2??*^  Prices  over  the 
post  18  months  has  resulted  In 
more  LCD  monitors  appearing* 


on  desktops. 

LCD  technology  is  not, 
however,  the  only  alternative  to 
traditional  television  tuba  CRT 
technology.  Proponents  claim 
Reid  Emission  Displays  (FED) 
can  provide  the  picture  quality  of 
a CRT  with  the  slender 
packaging  of  a liquid  crystal 
display. 

PixTech,  a French  technology 
company  and  FED  pioneer, 
claims  to  have  developed  the 
world's  first  functional  fufl  colour 
15in  FED  screen.  The  company, 
which  demonstrated  the  first 
monochrome  FED  display  in 
1991 , believes  large,  high-voltage 
FED  technology  will  be  ideal  for 
mufti  media  applications  such  as 
desktop  monitors  and  TV  sets 
because  of  its  CRT-like 
viewing  quality,  brightness 
and  unrestricted  viewing  angle. 
jilxtech.com 

Sony’s  desktop 
CD  library 

CD  libraries  can  provide  small 
business,  department  and 
workgroup  network  users  with 
access  to  huge  volumes  of  data 
such  as  graphics  and  sound  files, 
medfcd  records,  legal  archives 
and  office  applications.  They 
enabte  users  to  share  information 
and  data  without  the  need  to 
exchange  discs  physically. 

Sony’s  computer  peripherals  - 
and  components  division  has 
launched  a new  desktop  CD 

iibrary.theCDLUOO.Swdi  . 

allows  t°o  CDs  - up  to  65Gb  of - 
CD  material  - to  be  catalogued, . 
housed  centrally  and  accessed 
easily  by  networked  users, 
fhesystem  is  suppfied  with 

brrwtCD  Neighborhood  software 
^fonebons  as  an  electronic  -« 
“jokshetf  deplaylng  the  CDs  as 
volumes  or  an  electronic  , 
filing  cabinet 

The  unit's  disc  changer  loads  a ^ 
CD  <n  only  12  seconds  and  each 
T3  hvo  CD  drives  capable 
of  defiyering  between  I^MB  and  _ 
1.8MB  of  data  a second 
www.sony-cp.com 

Paul  Taylor 
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BALLET  IN  TOULOUSE  ~ 


f Company  keeps 
a classic  identity 

Nanette  Glushak  has  burnished  the  abilities  of  her  dancers  to  bring 
challenging  masterpieces  to  a new  generation,  writes  Clement  Crisp 


THE  ARTS 


Regional  ballet  troupes  in 
France  sometimes  seem  in  a 
state  of  flux,  confusing  to 
the  foreign  observer.  Compa- 
nies flourish  (as  did  the  Bal- 
let de  Nice  latterly  under 


Capitole,  which  I saw  at  the  Inspiration,  but  because  it 
weekend,  challenges  its  art-  shows  that  genius  always 


ists,  and  rewards  *hg*n  and 
their  public. 

The  evening  opened  with 
Richard  Tanner’s  Ancient 


*an-Albot  Cartier)  and  are  Ai*.  It  is  tme  of  those  jtiot- 
theu  cut  down  in  what  less  ballets  - set  to  Respirfi- 

SPPyn.C  tnaip  Ail..—  >k_  . . • v 
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seems  their  prime.  Others 
have  a Damodean  sword  of 
uncertainty  above  their 
_ head,  owed  to  regional  poij. 
' lies  and  local  funding.  Oth- 
w/ers  - for  uuguessable  rea- 
* sons  - abandon  a decent 
classical  identity  in  an  ill-ad- 
vised switch  of  orientation 
to  those  unnatural  practices 
known  as  French  modern 
dance. 

In  Toulouse,  happily,  a 
strong  ensemble  at  the 
Theatre  du  Capitole  main- 
tains a bright  and  interest- 
ing classic  identity  and  zap- 
erboire,  under  the  direction 
of  Nanette  Glushak.  A 
dancer  with  Balanchine,  a 
principal  dancer  with  Ameri- 
can Ballet  Theatre,  she 
burnished  the  abilities  of  her 
dancers  and  shows  them  off 
in  a judicious  selection  of 
modern  classics  and  new 
works.  The  most  recent  pro- 
.gramme  by  the  Ballet  du 

■new  YORK  THEATRE 


i's  score  of  the  same  name  - 
which  are  easily  and 
unjustly  dismissed  as  “well- 


means  mastery  in  craft,  and 
the  mastery  here  is  like  that 
shown  by  Faberg&  at  his 
most  subtly  brilliant,  whan  a 
cigarette  case  or  a little  cup 
is  a triumph  of  the  gold- 
smith’s art.  iiawi 

a selection  of  numbers  from 
Raymonda,  dresses  12  girls 


made”.  Tanner  worked  with  in  candy-pink,  and  sets  them 
Balanchine,  and  his  sense  of  curvetting  round  a ballerina 


construction,  his  vocabulary, 
owe  everything  to  this.  But 
the  piece  is  not  simply  “in 
the  maimer  of'  the  master; 
it  is  shapely,  responsive  to 


and  her  cavalier,  in  varia- 
tions of  blissful  charm  and 
difficulty. 

Tbs  piece  is  nearly  40 
years  old.  It  might  pass  as  a 


its  score  in  manner  and  lost  treasure  of  Petipa  V aria- 
form,  cleanly  set-out  It  was  tions  found  and  re-polished 


Dance  with  the  lustra  of  a fine  jewel:  the  company  in  Batenchiae’s  homage  to  Petipa,  ‘Raymonda  Variations’ 


very  well  danced  by  Marieke 

Simons  -and  Mini  Pham  anil 
an  ensemble,  who  caught  the 
varied  moods  and  technical 
felicities  of  the  piece  with  a 
happy  ease:  watching  It,  one 
felt  that  the  company  had  a 
clear  understanding  of  clas- 
sic style  and  the  great  good 
sense  to  enjoy  It  . 


by  his  heir.  It  must  also  be 
seen  as  an  assertion  of  the 
beauty  of  the  danse  d'Scole, 
true  in  1961  (when  Balan- 
chine made  it)  as  it  was  true 
in  1898,  when  Raymonda 
was  new,  and  still  true  as 
1999  begins.  Each  of  the  six 
variations  that  entrance  the 
eye  is  by  Balanchine,  but  in 


This  was  no  less  true  of  them  he  evokes  his  own 
the  dancing  in  Balanchine's  Mariinsky  heritage:  super- 


Raymonda  Variations  which 
dosed  the  evening.  Here  is  a 
master-work,  not  because  it 
scales  any  remote  heights  erf 


Petipa,  they  are  also  supers 
Balanchine,  and  to  the  vast 
credit  of  the  Toulouse  danc- 
ers (and  Nanette  Glushak) 


they  have  the  lustre  of  fine 
jewels,  which  they  undoubt- 
edly are.  Even  In  this  fleet- 
footed  ensemble  1 must 
salute  Magah  Guerry  for  her 
exquisite  account  of  her 
solo,  a diamond  of  finest 
water,  and  note  how  well 
Evelyne  Spagnol  and  her 
partner.  Juan  Polo,  set  out 
the  beautiful  pas  de  deux. 

A very  different  challenge 
to  the  company  came  with  a 
revival  of  Jardsn  aux  Nias. 
When  it  was  made  in  1936, 
Antony  Tudor’s  ballet  was 
markedly  original.  Masked 


by  the  conventions  of 
Edwardian  behaviour  and 
pre-Freudian  decorum  - ah. 
those  were  the  days  - Caro- 
line faces  an  arranged  mar- 
riage and  bids  forewell  to 
her  lover,  while  her  rigidly 
proper  husband-to-be  ends  a 
relationship  with  a woman 
who  has  been  his  mistress. 

The  garden  where  we 
watch  this  is  drenched  in  the 
scent  of  lilac  blossom.  The 
activities  erf  the  quartet  are 
drenched  in  emotion  which 
must  not  speak  out  loud.  So 
good  manners  hold  feeling  in 


check,  but  we  must  feel  the 
strain,  know  the  nerves  just 
beneath  the  skin,  sense  the 
emotions  of  the  man  who 
loves  Caroline  (it  was  made 
for  Hugh  Laing.  who  could 
suggest  volcanic  feeling 
barely  under  control)  and 
know  her  anguish.  Caroline 
was  created  by  Maude  Lloyd, 
an  artist  beautifully  con- 
trolled and  ultra-sensitive, 
and  1 was  fortunate  enough 
to  see  her  demonstrate  the 
first  movement  Caroline 
mairpg  in  the  ballet  a hand 
passed  lightly  down  the  arm 


she  holds  behind  her  hwrf*. 
The  entire  character  seems 
to  lie  in  this  one  gesture. 

With  the  original  Hugh 
Stevenson  designs  well  re- 
created for  Toulouse,  with 
the  text  mounted  by  Sallie 
Wilson  who  danced  Caroline 
for  Tudor  with  American 
Ballet  Theatre  (where 
Nanette  Glushak  was  the 
Husband-to-be's  mistress), 
and  the  score  very  well 
played  by  the  Capitole 
orchestra  under  Claude 
Cuguill&re,  Jardm  aux  Nias 
looked  right  - no  small 


achievement.  Marieke 
Simons  was  a subtle  Caro- 
line; the  other  members  of 
the  quartet  - Leon  Pronk, 
Matthew  Madsen,  Sabine 
Mouscardes  - showed  proper 
understanding  and  will 
surely  blossom  in  their  roles. 

A major  work  of  art  is 
alive  - and  catching  at  the 
heart  of  a new  generation  of 
audiences.  The  programme 
did  honour  to  its  choreogra- 
phers and  to  its  performers, 
and  the  scores  under  M. 
Cuguill&re.  were  very  well 
done. 
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Eloquence  in 
the  face  of  death 

Brendan  Lemon  reviews  an  extraordinary 
piaywriting  debut  by  Margaret  Edson 


When  Vivian  Bearing,  a 
professor  of  17th  century 
English  poetry  and  the  main 
character  in  Margaret 
Edson's  stimulating  new 
drama.  Wit,  discovers  that 
she  has  advanced  ovarian 
cancer,  she  approaches  the 
Jumour  as  if  it  were  a liter- 
- ary  problem  awaiting  solu- 
4\tion. 

V She  assembles  a bibliogra- 
/ phy;  consults  experts;  and 

Although  verbally 
dense,  ‘Wit*  never 
feels  wordy:  the 
professor  is  far 
too  clever  for  that 


employs  a variety  of  schol- 
arly approaches  which 
involve  what  John  Donne, 
her  academic  specialty, 
called  “aggressive  intellect”. 
NVe  know  they  are  all 
doomed:  early  on.  in  one  of 
the  many  monologues  Bear- 
ing. bracingly  played  by 
Kathleen  Chalfant.  addresses 
to  the  audience , we  are 
informed  that  at  story’s  end 
she  will,  in  fact,  die.  With  no 
suspense  of  outcome.  Wit 
must  succeed  entirely  on  its 
eloquence. 

That  it  manages  to  do  so, 
persuasively,  is  quite 
extraordinary,  given  that  the 
play  is  Edson's  debut  and 
lhat  she  has  written  the 


most  verbally  itonsg  Ameri- 
can drama  in  many  Rpacnrre 
Even  when  Bearing  is  deliv- 
ering a microscopically  close 
reading  of  a poetic  text. 
Wit  never  feels  wordy.  The 
professor  is  far  too  clever 
for  that;  as  she  undergoes 
painful  chemotherapy,  she 
is  always  finding  sardonic 
delight  in  bodily  decline. 
After  an  exhausting  attack 
of  nausea,  for  example,, 
she  peers  up  from  her  bed- 
pan  and  says,  “What’s 
left  to  puke?  You  may 
remark  that  my  vocabulary 
has  taken  a turn  for  the 
Anglo-Saxon.  ” 

Wit  evokes  Bearing’s  back- 
story  with  an  overwhelming 
freshness.  In  an  early-child- 
hood  scene  with  her  lather, 
as  she  stumbles  over  the 
word  “soporific"  in  a tale  by 
Beatrix  Potter,  we  see  the 
germ  of  the  professor’s  fasci- 
nation with  language.  Dur- 
ing her  undergraduate 
encounter  with  a Dame 
Helen  Gardner-like  don,  we 
listen  to  a discourse  on  the 
metaphysics  of  punctuation 
that  is  near-Stcppardjan  in 
brilliance,  cresting  with  the 
utterance,  “The  unescapable 
barrier  between  one  thing 
and  another  is  just  a 
comma.” 

Edson  pushes  her  animat- 
ing comparison  - between 
Bearing’s  close  reading  of 
her  physical  body  and  her 
explication  of  literary  texts  - 
to  its  extreme  in  the  schol- 
ar’s conversations  with  a 
careerist  hospital  fellow. 


OPERA^SAMUELBARBER’S  ^VANESSA’ 

A chilly  tale 
with  no  tunes 


IMbig  sardonic  daSght  in  bodBy  decline:  Kathleen  ChaHant,  right,  with  Walter  Charles  in  flWF 


Jason  Posner  (Alec  Phoenix). 
He  assures  his  patient  that 
the  two  of  them  are  alike  - 
professionals  who  prefer 
research  to  humanity  - and 
the  fear  that  this  observa- 
tion may  he  accurate  only 
heightens  Bearing’s  discom- 
fort 

After  a particularly 
dispiriting  session  with  him, 
she  intones  a sorrowful  med- 
itation on  the  theme  of 
“Once  I did  the  teach- 
ing/Now  I am  taught”  that 
contains  elegant  echoes  of 
the  prison-cell  ruminations 


of  Shakespeare's  Richard  EL 
Posner  and  Bearing  are 
akin  in  their  impatience 
with  inexactitude,  but  Wit, 
wisely,  does  not  push  the 
parallel  too  far.  Alter  all, 
Posner  is  a reductionist;  to 
him.  Donne's  “Holy  Son- 
nets” are  mere  exercises  in 
“salvation  anxiety".  To  his 
patient,  by  contrast,  they 
stand  as  a summa  of  cultural 
achievement.  Moreover,  they 
are  sltuationally,  if  not 
spiritually,  consoling:  Bear- 
ing endures  the  time-wasting 
numbness  of  hospital  tests 


by  reciting  “Death  Be  Not 
Proud”. 

Perhaps  Wit’s  one  flaw  is 
identified  by  Bearing  herself, 
when  the  chemotherapy  is 
failing  and  gha  is  taking  rig- 
orous account  of  her  life’s 
disappointments-  “I  admired 
only  studied  application  of 
wit,"  she  rues,  “not  its  spon- 
taneous eruption.”  The 
play’s  lack  of  impulsive  out- 
burst. except  when  the  pro- 
fessor is  in  agonising  pain, 
at  times  gives  the  drama  a 
too-schematic  feel  that  less- 
ens its  emotional  impact 


But  that  is  a small  price 
to  pay  for  an  evening  that, 
while  dwelling  on  death, 
avoids  bathos  almost 
entirely.  Credit  hot  only 
the  playwright  but  the  direc- 
tor, Derek  Anson  Jones, 
whose  staging  is  as 
no-nonsense  as  Bearing's 
personality,  and  the  scenic 
designer,  Myung  Hee  Cho. 
whose  rod-and-curtain  set 
conveys  an  appropriate  clini- 
cal chill. 


Union  Square  Theatre,  Off- 
Broadway,  New  York. 


The  1950s  was  a prodigal 
decade  for  new  operas,  but 
history  is  ruthlessly  sorting 
out  the  winners  from  the  los- 
ers. What  of  Samuel  Barber’s 
Vanessa  - so  lavishly 
praised  at  its  New  York 
premiere,  but  neglected 
now? 

It  does  not  say  much  for 
the  opera’s  hope  of  survival 
that  its  first  UK  performance 
should  have  to  wait  more 
than  40  years  and  then  take 
place  in  a studio  theatre  and 
with  only  a piano  for  accom- 
paniment This  is  not  to  den- 
igrate the  fine  effort  made 
by  The  Other  Theatre  Com- 
pany. merely  to  point  up  the 
contrast  with  - for  example 
- Britten’s  operas,  as  they 
circle  the  globe. 

It  is  difficult  to  put  a fin- 
ger on  what  is  lacking  in 
Vanessa.  The  story,  a sombre 
romance  set  in  a country 
manor  where  the  chande- 
liers are  dimmed  and  the 
mirrors  draped,  has  the  chill 
of  Chekhov  about  it.  The 
characters  may  not  have 
much  warmth  to  them,  but 
their  reserve  adds  a certain 
mystery. 

The  music,  like  most  of 
Barber,  is  spiky  enough  to 
sound  modem,  while  still 
having  its  heart  in  the  19th 
century.  Call  as  reputedly 
turned  down  the  title-role 
because  she  said  the  opera 
had  no  tunes.  This  is  not  as 
naive  a judgment  as  it  may 
sound:  Barber's  score  always 
seems  to  be  on  the  point  of 
delivering  a real  melody,  but 
never  does.  Did  he  baulk  at 
letting  in  a good  old-fash- 
ioned tone,  or  was  he  unable 
to  write  one? 


The  result  is  an  opera  that 
is  well  judged,  neither  too 
derivative  erf  earlier  operas, 
nor  too  far  out  on  a limb  to 
deter  the  regular  opera-going 
audience.  But  there  is  little 
in  Vanessa  - a character,  a 
situation,  or  anything  spe- 
cific in  the  music  - that 
draws  the  audience  in  rather 
than  leaving  them  to 
observe  from  the  side-lines. 

Even  if  out  of  necessity. 
The  Other  Theatre  Compa- 
ny’s production  capitalised 
on  the  sense  of  confinement 
in  this  claustrophobic  house- 
hold. It  is  not  easy  to  play 
opera  at  such  close  quarters 
and  the  cast  did  very  well  to 
keep  the  drama  so  convinc- 
ing. especially  Louise  Mott 
in  the  opera's  most  interest- 
ing role  as  the  spurned 
younger  lover,  Erika.  The 
exception  was  Evan  Bow- 
ers's wooden  AnatoL  but  he 
wielded  an  impressive  young 
tenor  voice  as  compensation. 

It  would  have  been  easier 
for  the  singers  with  the  soft 
carpet  of  Barber’s  orchestra- 
tion beneath  them,  but  the 
piano  accompaniment  was 
exemplary.  About  half  way 
through  I noticed  there  was 
also  a conductor,  perched 
behind  the  audience  by  the 
door,  beating  time  happily. 
The  pianist  could  only  see 
him  with  the  aid  of  a tiny 
monitor,  and  the  singers 
never  seemed  to  look,  but 
maybe  you  cannot  have  a 
serious  opera  without  one. 

Richard  Fairman 

At  the  Lyric  studio,  Hammer- 
smith, London  W& 
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Guide 

jjktERLIN 

EXHIBITION 
Hamburger  Bahnhof 
Sensation:  works  (rom  the 
Saatchi  collection  of  Young 
British  Artists  including  Oamren 
Must.  Rachel  Whiteread  and 
Mark  WaBingor.  Originated  at  the 
Royal  Academy  in  London  last 
year,  where  it  attracted  350,000 
visitors  and  maximum  publicity; 
to  Jon  17 


BIRMINGHAM 

EXHIBITIONS 

Birmingham  Museum*  and  Art 
Battery 

Tot:  44-121-235  2834 
Sir  Edward  Burne-Jones: 
comprising  more  than  200  works, 
including  tapestries  and  jewellery 
vrek  as  paintings.  A second 
Ajenetniion  Pre-Raphaelite. 
WBume-Jonos  had  a Hetang 
f working  relationship  with  Wdism 
Moms.  1 or  whose  firm  he  worked 
ar.  a principal  dwgner,  to  Jan  17 


COLOGNE 

OPERA 


OperderStadt 

Tat  49-227-227  8240 
Die  Vflgei:  first  modem  staging 
for  Walter  Braunfels's  opera. 
Premiered  in  1920,  it  was  banned 
by  the  Nazis  and  largely 
forgotten  until  a recent  recording. 
This  production  is  conducted  by 
Bruno  Weill  and  staged  by  David 
Mouchtar-Samorai;  Jan  15 

LONDON 

CONCERTS 
Barbican  Hall 
Taf:  44-7 71-638  8897 

• BBC  Symphony  Orchestra 
end  Chorus;  conducted  by 
Andrew  Davis  In  works  by 
Messiaen.  With  piano  soloist 
Stephen  Osborne;  Jan  16 

• BBC  Symphony  Orchestra 
and  Chorus:  conducted  by 
Andrew  Davis  in  works  by 
Messiaen.  With  piano  soloist 
Yvonne  Loriod;  Jan  17 

• London  Symphony  Orchestra: 
conducted  by  Ryusuke  Numajiri 
in  works  by  Saint-SaSns  and 
Tchaikovsky,  as  well  as  the  UK 
premiere  of  Sofia  GubaWufina’s 
The  Canticle  of  the  Sim. 

Featuring  cello  soloist  Mstislav 
Rostropovich:  Jan  13 

EXHIBITIONS 
Royal  Academy  of  Arte 
Tet  44-171-300  8000 
Monet  in  the  20th  Centuy: 
arriving  in  London  from  Boston, 
ttiis  exhibition  brings  together 
late  works  by  the  founder  of 
impressionism.  The  80  works  on 
display  include  Important  public 
and  private  loans,  culminating  in 
a group  of  seven  of  the 

mSnumental  water  By  paaimgs 


which  were  the  triunph  of  hb 
career;  from  Jan  23  to  Apr  18 

Tate  Gaflery 
Tefc  44-171-887  8000 
John  Singer  Sargent  targe-scale 
retrospective  containing  150 
paintings,  including  major  pititiic 
and  private  loans.  Indudes  late 
landscapes  and  American  and 
British  society  portraits  from  the 
1880s  to  the  eariy  1900s;  to 
Jan  17 

LOS  ANGELES 

OPERA 

L-  A.  Opera,  Dorothy  Chandler 
Pavffion 

Tel:  1-213-972  8001 
www.laopera.otg 
Mariama  Butterfly:  by  Puccini- 
Conducted  by  Marco  Guidarini 
and  cfirected  by  Christopher 
Harlan.  With  a cast  inducing 
Yoko  Watanabe,  Richard  Leech 
and  John  Atkins;  Jan  13, 16,  19 

MILAN 

EXHWmOti 
Palazzo  Rode 
Tet  39-02-8691  5738 
L’Arwna  e il  Volta  (The  Soul  and 
the  Face):  major  exhfortion  of 
portraiture,  comprising  370  works 
ranging  over  400  years.  Artists 
represented  include  Titian. 
Caravaggio,  Van  Dyck,  Picasso 
and  Francis  Bacon;  to  Mar  14 

OPERA 

La  Scab 

Tet  39-02-88791 

The  fiery  Angst  by  Prokofiev. 

Bruno  Bartotetti  conducts  a 

staging  by  Giancarto  Cobeff,  with 


Keren  Huffstodt  and  Elmira 
Magomedova  singing  alternate 
performances  as  Renata;  Jan  14 

MUNICH 

CONCERTS 
Philharmonic  Gasteig 
Tel:  49-89-5481  8181 

• Munich  Philharmonic 
Orchestra:  conducted  by  Ivan 
Fischer  in  works  by  Stravinsky 
and  Bartok,  with  violin  soloist 
Ivan  Fischer;  Jan  14, 15 

• PhUharmonia  Orchestra 
London:  conducted  by  Christoph 
Eschenbach  in  works  by  Mozart, 
Prokofiev  and  Brahms.  With 
piano  soloist  Tzlmon  Barto; 

Jan  17 

OPERA 

Bayerische  Staatsoper 
Tel:  49-89-2785  7920  • 
wwwjztaatstheaterJxyem.  cfe 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts,  in  a staging 
by  Gfitz  Friedrich.  Cast  Includes 
Adrianne  Pieczonka  and 
Waitraud  Meier;  Jan  15, 19 

NEW  YORK 

DANCE 

New  York  CHy  Ballet,  New 
York  State  Theater 
Tel:  1-212-870  5570 
Celebrating  five  Decades  of 
Repertory:  New  York  City  BaHst 
has  the  largest  repertory  of  any 
dance  company  in  the' world. 
Continuing  the  celebrations  of  Its 
50th  anniversary,  it  presents  a 
selection  of  works  from  that 
repertory,  in  chiding  revivals  of 
Bugaku,  Irish  Fantasy  and 
Blanchine's  Uebesfieder  Water; 


Jan  13, 14, 15. 16, 17, 19 
EXHIBITIONS 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.metmjseum.org 

• Dosso  DossL  Court  Painter  In 
Renaissance  Ferrara:  Dosso 
Dossi  was  the  last  of  the 
Ferrarese  painters,  much 
Influenced  by  Giorgione  and 
Titian.  This  exhibition  includes 
rarely  (art  masterpieces  from  the 
Borghese  Gallery  in  Rome  and 
other  European  collections;  from 
Jan  14  to  Mar  28 

• Heretic  Armour  of  the  Italian 
Renaissance:  FBIppo  Negrofl  and 
His  Contemporaries. 
Comprehensive  survey  of  the 
classicaRy  inspired  armour  made 
by  the  most  celebrated  Italian 
armourer  of  the  16th  century. 
Includes  more  than  60  richly 
decorated  suits  of  armour,  worn 
by  Renaissance  kings  and 
captains.  Includes  public  and 
private  loans  from  Europe  and 

. North  America;  to  Jan  17 

• Sacred  Visions:  Eariy 
Paintings  from  Central  Tibet  60 
works  from  the  11th  to  the 
mid- 15th  century.  Including 
thankas  (paintings  on  doth), 
painted  book  covers  and  related 
sculptures;  to  Jan  17 

OPERA 

Metropofitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
wwWMtBtopera.org 

• Die  Redermaus:  by  J. 

Strauss.  Revival  conducted  by 
Patrick  Summers.  Cast  includes 
Carol  Vaness,  Jochen  Kowalski 
and  Bo  Skovhus;  Jan  14 


• Werthen  by  Massenet.  Donald 
Runnides  conducts  a staging  by 
Paul- Emile  Deiber.  Cast  indudes 
Susan  Graham  and  Thomas 
Hampson;  Jan  15. 19 

PARIS 

CONCERTS 
SaUe  PleyeJ 
Tel:  33-1-4561  6589 
Orchestra  de  Paris:  conducted 
by  Lorin  Maazei  in  works  by 
Weber,  Debussy,  Schubert  and 
Ravel;  Jan  13, 14 

PRAGUE 

DANCE 

National  Theatre  of  Prague 
Tel:  420-2-2108  0131 
www.anetcz/nd 

The  Nutcracker  by  Tchaikovsky, 
in  a staging  by  Russian 
choreographer  Jurij  Grigorovic, 
with  sets  and  costumes  by 
Simon  Virsaladze;  Jan  15, 16 

ROME 

EXHIBITIONS 
Palazzo  dette  EsposizionI 
Tel:  39-06-474  5903 
Valori  Plash'd:  taking  its  title  from 
that  of  a short-lived  magazine 
published  by  Roman  art  dealer 
Mario  Broglie,  this  show  includes 
sculpture  and  paintings,  mainly 
by  Italian  artists,  but  also 
including  works  by  Picasso,  Klee 
and  Grosz;  to  Jan  18 

Palazzo  RuspoS 

Tek  39-6-8830  7344 
www.patezzoruspoBJt 
The  Denis  Mahon  Collection:  last 
stop  for  the  touring  exhibition  of 


more  than  80  Italian  baroque 
paintings  collected  by  Denis 
Mahon.  Includes  works  by 
Guerdno;  to  Jan  15 

WASHINGTON 

OPERA 

Washington  Opera,  Kennedy 
Center 

Tel:  1-202-295  2400 
www.dc-opera.org 
The  Crucible:  by  Robert  Ward. 
New  production  by  Brace 
Beresford,  conducted  by  Daniel 
Beckwith,  with  sets  and 
costumes  by  John  Stoddard. 
Cast  includes  KImm  Julian  and 
Susan  TBbury;  Jan  15, 17 

TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

(XL30:  Moneytine  with  Lou  Dobbs 
13.30:  Business  Asia 
19.30:  World  Business  Today 
22.00c  Work!  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  0820;  09:20; 
1020;  11:20;  11:32;  1220;  13:20; 
14:20. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  L1FFE  as  the 
London  market  opens. 
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Too  little,  too  late 

The  Bank  of  Japan’s  intervention  against  the  yen  is  not  enough. 
It  should  drive  the  yen  and  long-term  interest  rates  down 


The  decision- of  the  Bank  of 
Japan  to  intervene  In  the 
currency  markets  yesterday 
is  too  little  and  comes  too 
late.  The  passivity  of  the 
Japanese  authorities  in  the 
midst  of  an  unfolding 
disaster  remains  astounding. 
It  is  also  highly  dangerous. 

Between  the  beginning  of 
August  and  this  Monday,  the 
yen  appreciated  35  per  cent 
against  the  dollar.  Since  late 
September,  the  market  in 
Japanese  government  bonds 
has  collapsed,  with  yields 
rising  from  0.75  per  cent  to2 
per  cent  (see  chart}.  But  this 
happened  to  an  economy 
already  in  the  grip  of 
deflationary  pressures: 
wholesale  prices  fell  3.5  per 
cent  over  the  year  to 
November;  consumer  prices 
rose  only  0.8  per  cent;  and 
broad  money  grew  just  4-5 
percent. 

-In  1998,  Japanese  real 
domestic  demand  contracted 
by  over  3 per  cent.  Given  the 
tightening  in  monetary 
conditions  that  has  occurred, 
as  both  the  yen  and 
long-term  interest  rates  have 
soared,  there  is  a strong 
chance  that  demand  and 
output  will  contract  sharply 
this  year,  as  well. 

Two  questions  arise.  First, 
why  should  the  Japanese 
authorities  have  tolerated 
the  rise  in  the  yen?  Second, 
what  are  the  implications  for 
the  world  economy,  above  . 
all  the  US? 

One  justification  for  the 
Japanese  inaction,  until 
yesterday,  is  that  the  strong 
yen  helps  Japanese  banks 
meet  internationally 
mandated  capital  adequacy 
ratios.  It  does  so  by  raising 
the  value  of  yen- 
denominated  bank  capital 
against  foreign-currency 
assets.  This  argument  is  not 
convincing,  however,  since 
the  higher  exchange  rate  is 
likely  to  impair  the  quality 
of  yen-denominated  assets. 

Another  excuse  might  be 


that  the  strong  yen  raises 
Japanese  real  incomes,  via 
the  improvement  in  the  ' 
terms  of  trade,  and  these 
higher  incomes  will  then 
lead  to  greater  spending.  But 
this  ignores  the  depressing 
effects  on  real  incomes  of 
the  squeeze  on  profits  in 
companies  producing 
tradeable  goods  and  services, 
including  those  sold  on  the 
domestic  market 
A third  justification  might 
be  a desire  to  have  a deep 
and  prolonged  recession. 

Some  Japanese  seem  to 
believe  radical  structural 
reforms  will  only  follow  a 
breakdown  of  the  existing 
economic,  social  and 
political  order.  If  such 
thinking  ts  behind  current 
policy,  the  implications  are 
frightening: 

A fourth  justification, 
consistent  with  prime 
minister  Keizo  Obuchi's 
remarks  during  his  tour  of 
European  capitals,  is  that  a 
strong  yen  helps  make  the 
currency  more  globally 
important  Many  Japanese 
fear  the  euro  will  reduce  the 
yen  to  an  also-ran.  but  they 
also  see  the  euro’s  launch  as 
an  opportunity  to  limit  the 
dollar's  dominance.  They 
may  even  be  prepared  to 
sacrifice  their  economy  to 

Up  goes  the  yen  and  bond  yields 

Yu 
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such  yen  diplomacy. 

A final  possibility  is  that 
the  tightening  in  monetary 
conditions  is  not  deliberate. 
It  is  not  so  much  that  the 
authorities  want  the  yen  to 
be  strong  as  that  they  are 
unwilling  (or  unable)  to  take 
the  measures  needed  to  keep 
it  weak.  With  a current 
account  surplus  of  over  3 per 
cent  of  gross  domestic 
product,  the  Japanese  must 
be  steady  net  purchasers  of 
foreign  assets  if  the  yen  is 
not  to  appreciate.  Whenever 
the  outflow  is  disrupted,  as 
it  was  by  the  turmoil  of  late 
1998,  the  authorities  must 
intervene.  Inaction  thwn 
ensures  a self-reinforcing 
appreciation,  with  Japanese 
investors  postponing  foreign 
Investment  in  the 
expectation  that  assets  will 
be  still  cheaper  tomorrow. 

Whatever  the  reason  for 
their  complacency,  the 
authorities  will  not 
apparently  deliver  the  only 
policy  likely  to  halt  the 
economic  slide:  a radical 
monetary  expansion  by  the 
Bank  of  Japan,  designed  to 
drive  both  the  yen  and 
long-term  interest  rates 
down.  This  would  be  the 
best  thing  to  do.  It  is  not,  it 
appears,  about  to  happen,  at 
least  until  the  slide  in 
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output  accelerates.  ... 

Given  the  strong  yen  and 
the  government's 
unwillingness  to.do  much  to 
reverse  it,  further  decline  in 
the  Japanese  economy  seems 
even  more  likely  than  a few 
months  ago.  This  Is  bad  for 
Japan.  But  how  bad  is  it  for 
the  rest  of  the  world? 

Weak  Japanese  demand  is 
damaging,  as  are  higher 
Japanese  long-term  interest 
rates.  But  Asian  economies 
have  been  helped  to  lower 

interest  Tates  by  the  yen’s 

strength,  since  this  tends  to 

strengthen  their  currencies 

against  the  dollar.  The  most 
important  Issue,  however,  is 
how  yen  strength  and  fragile 
Japanese  demand  affect  the 
global  locomotive:  the  US.’ 

Last  year  US  final 
domestic  demand  rose  some 
5 per  cent,  while  private 
consumption  grew  almost  as 
quickly.  For  the  rest  of  the 
world,  the  impulse  frbm  the 
US  has  come  via  the 
deterioration  in  its  external 
balance,  with  a current 
account  deficit  of  around 
*230bn  (2.7  per  cent  of  GDP) 
last  year  and  a still  btgger 
one  likely  in  1999. 

Rufoinri  this  extraordinary 
surge  in  spending  Is  a 
private  financial  deficit 
running  at  an  unprecedented 
4 per  cent  of  GDP.  And  that, 
in.  turn,  has  been  driven  by 
the  rise  in  stock  market 
wealth.  Analysis  by 
London-based  Phillips  & 
Drew  suggests  that  the  high, 
value  of  stocks  has  boosted 
the  combined  total  of 
consumption  and  investment 
spending  in  the  US  by 
around  4 per  cent*  In 
essence,  it  has  allowed  the 
private  sector,  as  a whole, 
and  households,  in  . 
particular,  to  raise  ratios  of 
debt  to  income  to 
unprecedented  levels,  while 
sustaining  net  worth  at  a 
postwar  high- 

This  US  evolution  is  triply 
unsustainable.  First,  the 
private  sector  will.  In  the 
long  term,  cease  to  he  a net 
borrower  on  this 
unprecedented  scale.  Second, 
as  is  argued  by  Am  O'Neill 
for  Goldman  Sachs  and  Tim 
Coogdon  for  London-based 
Lombard  Street  Research, 
the  current  account  deficit, 
which  is  the  external 
counterpart  of  tbe  private 
sector  deficit,  is 
unsustainable.**  Third, 
the  present  stock  market 
level  cannot  endure 
indefinitely. 


• What  is  unsustainable.  Win 
not  last  What  malms  this, 
point  so  potent  in  this  case 
is  that  if  the  engine  of  US  ... 
dynamism  is  to  continue,  the 
imbalances  must  become . 
still  bigger. 

The  reason  for  this,  put 
forward  in  the  paper  from 

Phillips  & Drew,  is  that  for 
the  stock  market  to  remain 
so  remarkably  buoyant  the  - 
US  economy  must  expand  at 
least  in  line  with  trend. 

Given  both  the  deteriorating 
external  position  and  and 
tight  fiscal  policy,  US  private 
spending  must  therefore, 
grow  foster  than  real 
disposable  incomes.  So 
private  savings  must  foil 
further  - or  rather 
dls-savlng  must  rise  further. 
If  the  US  private  sector  is  to 
expand  indebtedness,  in 
relation  to  disposable 
income,  it  needs  a further 
big  rise  in,the  stock  market 
Thus  the  needed  spending  - 
growth  will  happen  only  if 
the  stock-market's  bubbling 
valuations  rise.  . 

The  danger  is  that,  the  US 
marvel  will  come  to  an  end 
before  demand  In  the  rest  of 
the  world  picks  up.  But  that 
is  just  what  the  over-strong 
yen  seems  to  threaten:  a 
weaker  dollar  makes  it  more 
likely  that  the  Inflationary  ’■ 
pressures  that  are  now 
hidden  within  the  economy 
— in  the  rapid  growth  of 
broad  money,  the  low  rate  of 
unemployment  and  rising 
wages  - will  emerge  before 

rlflmanri  is  on  a firmly 

expansionary  course 
elsewhere.  4 

A stronger  yen  that  does 
not  reflect  a robust  Japanese 
economy,  but  rather  private 
unwiHingnessto  put  more 
money  into  US  assets,  is 
precisely  what  the  world 
does  not  now  need.  The  . 
Japanese  authorities  were 
right  to  intervene.  For  their 
own  sake  - and  for  that  of 
the  world  - they  need  to 
intervene  far  more 
aggressively  In  the  weeks 

all  and-  . 

* America  and  the  World 
EconomfJ,  BiU  Martin  and 
Wynne  Godley,  Phillips  & 
Drew,  December  1938: 

**(75  Balance  of  Payments  - 
Unsustainable,  Jim  O’Neill  . 
Goldman  Sachs,  January 
1999:  Totally  Unsustainable, 
Tim  Congdon,  Lombard 
Street  Research,  December 
1998. 
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LETTERS  TO  THE  EDITOR 

IFAA  supports  government  timetable 
for  pension  mis-selling  compensation 


l 


From  Lord  Chelmsford^. 

Sir,  I refer  to  the  article  on 
the  penslqps  ;-mls-SeLIlng 
review  in  your  Saturday  edi- 
tion (“Legal-  threat  to  mis- 
selling  review  recedes”,  Jan- 
uary 2).  - .- 

I trust  you  will  allow  your 
readers  to  leant  how  the  IFA 
Association,  and  only  the 
IFA  Association,  has  cam- 
paigned to  separate  claims 
against  our  members  for 
negligence  from  claims  relat- 
ing to  eowKmifc  Ios^  ^ 

At  no  time  has  the  IFA 
Association  - made  any 
attempt-  to  avoid  claims 
made  against  .Its  members 
which  arise  out  of  negli- 
gence; 

Indeed,  where  negligence 
exists,  it  has  done  every- 
thing that  it  can  to1  support 
the  government’s  timetable 
for  compensation. 

Indeed  our ' support 
extends  to  Haims  arising  out 
of  negligence  in  both  Phase  1 
and  Phase  2 of  the  govern- 
ment programme.  . . 


The  one  area  where  we 
have  always  differed  from, 
the  regulator  and  govern- 
ment - .concerns  economic 
loss.  AH  pensions  are1  based 
on  certain  actuarial  assume 
tkras. . 

These  are-  advised  to  the 
holders  as  Is  the  presump- 
tion that1  over  the  period  of 
contributions,  the  ebb  and 

flow  of  stods  market  perfor- 
mance, rates  of  interest  and 

annuity-  rate  at  retirement 

will  allow  the  nnal  result  to 
be  crudely  accurate. 

Today,  bond  yields  are.low 
with  the  resultant  effect  that 
current  annuity1  rates  are  the 
lerwafet  in  bring  memory'. 

This  was  not  the  situation 
when  the. majority  of  cases 
now  to  be  reviewed  under 
Phase  -2  ' were  taken 
out. 

In  effect  the  regulator, 
backed  by  the  government, 
is  demanding  that  financial, 
advisers  sbotiM  underwrite 
the. risk  of  loss  caused  by 
conditions  completely  out- 
side their. control.. ' 


We  do  not  see  this  as  a 
liability  to -the  IFA  and  have 
said  so  forcefully.  In  any 
case„  who  knows  how.  the 
economy  will  be  when  indi- 
vidual pension  payments 
start?  Fbr  Phase  2 cases:  in 
the  main,  this  will  be  as 
much  as  25  to  30  years 
hence. 

The  holder  may  then  do 
-much  better  than  expected. 
Any.  ; mid-term  position 
seems  to  us  to  be  irrelevant 
to  the  government’s 
mis-selling'  campaign  - a 
campaign  which  we  support. 

Finally,1  contrary  to  the 
Implication  of  your  article. ' 
the  IFA  Association  is  both 
caring  of  its  members  and 
growing  year  on  year.  We 
now  represent  2.700  firms 
which  is  over  50  per  cent  of 
the  market. 

Lord  Chelmsford, 
president 
IFA  Association 
41/43  Praed  Street, 

London 
W2  INK 
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MEPs  to  step 
aside  at  polls 

From  Mr  James  Moorhouse 
MSP. 

Sir.  With  regard  to  the 
European  parliament's  cen- 
sure motion  against.  the 
European  Commission, 
C*Schr5der  backs  Commis- 
sion”, January  12)  I would' 
like  to  wnphiwiao  fh^t-  this- is 
not  motivated  by  the  desire 
of  MEPs  to  raise  their  profile 
before  the  European  elec- 
tions. A great  many  MEPs, 
such  as  myself,  are  standing 
down,  and  we  fed.  equally 
strongly  that  the  Commis- 
sion should  be  censured  to 
some  way.  • • ••  ■ 

James  Mooriunise, 

Lib  Dem,  London  South  ft 
Surrey  East, 

1 Dean  Farrar  Street, . - . 
Westminster, 

London  SW1H  0DY  -• 


Wall  Street  sheds  risk 
to  avoid  hedging  it 


Prom  Ms  bige  KauL 
. Sir.  The  Lex  column  of  the 
Financial  Times  of  January 
8 applauds' Wall  Street  for 
having  done  "a  good  job  in 

mnnggfng  risk"  and  “turned 

in  a ' record  profit  for 
1998". 

The  column  argues  that 
several  factors  - . helped; 
mergers  and  acquisitions; 
controlling  compensation 
costs;  and  a more  resilient 
business  mix. 

The  argument  skips  the 
important  point:  shedding 
the  costs  of  financial,  crisis  - 
to  borrower  countries  and 
within  them  to  the  poorest 

You  will  no  doubt  recall 
that  only  a few'  months  ago 
the  pages  of  the  Financial 
Times  were  overflowing  with 
outcries  over  20m  people 
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being  poshed  into  poverty  in 
Indonesia  and  other  social  •« 
ill-effects  of  the  Asian 
.rial  crisis. ' .. 

It  thus  seems  that  interna- 
tional bail-out  packages 
allowed  Wall  Street  to  get 
away  - “without  a hair-cut”, 
while  others  lost  their  last 
shirt 

Thus,  Wall  Street  excels  in 
shedding  - not  just  in  hedg- 
ing risk; 

Inge  KarO, 
director, 

Offlca  of  Development 
Studies, 

United  Nations  Development 
Programme, 

1 UN  Plaza, 

New  York 
NY  10017 
USA 
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The  UK  government  Is  working  on  the  practicalities  of  joining  Emu,  but  there  is 
disagreement  about  how  quick  the  transition  should  be,  says  Kevin  Brown 


Less  than  two  weeks 
after  the  launch  of 
the  euro,  pressure 
is  growing  an  the 
UK  government  to  announce 
a target  date  for  joining 
Europe  1b  economic  and 
monetary  union. 

The  Confederation  of  Brit- 
ish Industry  and  the  British 
Chambers  of  Commerce,  the 
two  biggest  business  organi- 
sations, are  urging  Tony 
Blair,  the  prime  minister;  to 
end  uncertainty  about 
Britain’s  intentions.  The 
government  says  it  will  only 
join  when  tbe  economic  con- 
ditions are  right.  But  much 
of  business  wants  a firmer 
timetable.  A Mori  poll  of 
City  companies  this  week 
found  50  per  cent  support  for 
UK  membership  by  2001,  and 
80  per  cent  backing  for  mem- 
bership during  tbe  next  par- 
liament, which  must  begin 
by  2002  at  the  latest 
Of  course,  there  are  also 
powerful  contrary  voices. 
The  Institute  of  Directors  is 
firmly  opposed  to  early 
membership,  and  the  Busi- 
ness for  Staling  lobby  group 
has  mobilised  heavyweight 
figures  in  defence  of  the 
pound.  Nevertheless,  in  pri- 
vate, cabinet  ministers  think 
there  is  a business  majority 
for  early  UK  membership,  in 
sharp  contrast  to  opinion 
polls  showing  the  consistent 
- and  growing  - hostility  of 
the  population  at  large. 

The  government  has  been 
reluctant  to  spell  out  its 
intentions  for  fear  of  hand- 
ing a powerful  political 
weapon  to  the  Conserva- 
tives. Nevertheless,  substan- 
tial work  is  being  done 
behind  the  scenes  on  the 
practicalities  if  Britain 
decides  to  join. 

From  tbe  business  per- 
spective, the  most  important 
debate  is  going  on  In  a series 
of  committees  and  working 
parties  drawing  up  a 
National  Changeover  Plan. 
This  trill  proride  the  crucial 
template  for  the  replacement 
of  the  pound  by  the  euro, 
should  Mr  Blair  win  a refer 
endum  on  membership  of 
Emu.  It  will  dictate,  for 
AxamplB,  whether  businesses 
have  years  or  months  to  get 
ready,  and  whether  they  will 
be  forced  or  merely  encour- 
aged to  display  dual  prices 
during  the  transition. 

The  plan,'  which  is  being 
drafted  by  the  government’s 
standing,  committee  on  Emu, 


chaired  by  Gordon  Brown, 
the  chancellor,  is  expected  to 
be  completed  later  thisi 
month  or  early  In  February/ 
Much  of  the  detailed  work  is 
being,  done  by  the  chancel- 
lor’s Business  Advisory 
Group,  a committee  of  busi- 
ness, trade  union  and  con- 
sumer representatives,  and 
eight  working  parties  which 
are  dealing  with  retailing, 
the  retail  financial  sector, 
general  business  Issues,  pub- 
lic authorities,  wholesale 
financial  markets,  legisla- 
tion, notes  and  coins,  and 
information  and  education. 

Three  main  issues  have 
emerged: - 

• Tbe  timescale.  There  was 
a near  explosion  in  one  of 
the  committees  when  Trea- 
sury officials  suggested  that 
only  eight  or  nine  months 
might  elapse  between  a cabi- 
net decision  and  a formal, 
locking  of  exchange  rates. 
One  retailing  representative 
is  said  to  have  asked 
whether  the  Treasury  was 


years  between  a firm  deci- 
sion to  miter  and  the  locking 
of  exchange  rates,  followed 
by  a - further  12-15  months 
before  the  introduction  of 
notes  and  coins.  This  gives  a 
maximum  timetable  of  more 
than  four  years. 

The  argument  being  put 
by  some  bankers  is'  that  tbe 
growth  of  demand  for  euro 
accounts  will  he  foster  in  the 
UK  than  in  the  first-wave 
countries  because  people 
will  be  familiar  with  the  new 
currency.  They  say  this 
could  put  great  strains  on 
the  payments  system.  How- 
ever, other  bankers  argue 
that  a long  transition  period 
is  unnecessary.  The  social 
security  department  and 
other  public  sector  organisa- 
tions are  also  thought  to  be 
uneasy  about  the  timetable, 
for  the  opposite,  reason.  They 
are  thought  to,  be  uneasy 
about  a short  transition,  in 
part  because  of  their  poor 
record  of  managing  techno- 
logical change. 


There  was  a near  explosion  when 
Treasury  officials  suggested  only  nine 
months  between  a cabinet  decision 
and  a locking  of  exchange  rates 


trying- to  drive  him  out  of 
business.  The  framework  set 
out  by  the  Treasury  envis- 
ages time  months  between  a 
government  decision  on 
membership  and  a referen- 
dum, a further  five  months 
to  the  locking  of  exchange 
rates. 'and  another  25  Tnonths 
for  equipment  conversion, 
before  notes  and  enimi  are 
introduced.  The  final  stage 
would  be  six  months  of  dual- . 
pricing,  making  a total  of  39 
months. 

The  central  debate,  and 
the  one  which  has  most 
occupied  the  retail  working 
party,  is-  whether  the  period 
between  the -referendum  and 
the  introduction  of  notes  and 
coins  could  be  lengthened 
from  30  months  to  36.  Retail- 
ers have  argued  that  30 
months  Is  not  enough  for  big 
companies,  which  will  each 
have  to  spend  E5Qm  or  more 
to  install  new  systems  and 
train  staff. 

Hie  retail  financial  sector 
working  party  has  been  dis- 
cussing a more  radical 
option  ~ allowing  three 


People  on  the  working  par- 
ties say.  that  the  Treasury- is 
signalling  a degree  of  flexi- 
bility about  the  timetable. 
“With  the  best-  .will  to  the 
world,  they  realise  that  it 
just  cannot  -be 1 done  as 
quickly  as  they  want,"  said 
one  participant  However,  a 
senior  businessman,  close  to 
the  discussions  said  Trea- 
- sury  officials  think  retailers 
and  bankers  should  he  able 
to  complete  the  process  more 
quickly-  than  the  38-42 
months  planned  in  continen- 
tal European  - countries. - 
Some  will  have  done- It  in 
euro-zone  subsidiaries,  and 
problems . with  equipment 
'such  as  tills  and  automatic 
teller  machines  will  already 
have  been  ironed  out,  he 
said. 

‘The  Treasury  judgment  is 
that  you  can  .squeeze  the 
period  between  formal  mem- 
bership and  introduction  of 
notes  and  coins  to  25 
months,-  but  not  furthar,"  he 
said.  One  compromise,  under 
discussion  is  to  shorten  the 
final  period  of  dual  pricing 


from  six  months  to  two. 

• Dual  pricing.  Retailers 

want  a voluntary  code  of 
practice  to  prevent  abuses, 
rather  than  legislation.  Con- 
sumers’ representatives  have 
said  they  may  be  willing  to 
go  along  with  a code  because 
of  the  complexity  of  drafting 
legislation  to  cover  every- 
thing from  corner  shops  to 
personal  pensions.  However, 
they  want  strong  legal  back-  -. 
mg,  which  would  require 
some  legislation.  No  decision  <L 
has  yet  been  made.  \ 

• ‘The  exchange  rate.  Win- 
ning the  referendum  would 
be  easier  if  the  government 
were  to  announce  the  con- 
version rate  for  the  euro  in 
advance.  Business  is  likely 
to  be  in  favour  of  joining  at 
a rate  of  €130  to  the  pound 
but  would  be  worried  about 
competitiveness  if  the  rate 
were  set  at,-  say  €1.45.  The 
current  rate  is  CL-12.  This  is 
likely  to  require  complex 

.negotiations  with  tbe  11 
members  of  tbe  euro-zone 
and  the  European  Central 
Bank,  which  may  not  be 
completed  - before  a referen- 
dum is  held. 

Business  supporters  of  the 
euro  say  the  best  hope  is 
that  sterling  over  the  next 
few  years  is  both  competi- 
tive and  stable.  Volatility- 
“tight  make  the  economy-- 
case  for  membership  stron-f 
ger,  blit  it  might  also  ^ 
frighten  cautious  voters. 

People  on  the  working 
groups  say  there  are  signs 
that  the  plan  may  be  fairly 
vague  when  it  finally 
appears,  probably  next 
month',  in  part  because  oF 
the  sensitivity  attached  to 
anything  that  looks  like  a 
blueprint  for  Emu. 

However,  many  also  say 
they  expect  the  pressure  for 
firm  planning  - and  a target 
date  for  membership  - to 
grow  quickly  now  that  the  ' 
euro  is  a reality.  Far  from  - 
being  Just  another  foreign 
currency,  as  some  of  the 
opponents  of  early  UK  mem- 
bership describe  it,  there' are 
signs  that  the  euro  is 
already  being  used  within 
UK  businesses,  as  big  com- 
panies encourage  smaller 
ones  to  invoice  in'  euros  as  a 
way  of  limiting  their  cur- 
rency risks: . Presentation, 
enthusiasts  say,  may  become 
irrelevant  If  the  euro  sweeps 
through  British  industry  as 
quickly  as  many  senior  busi- 
ness people  think  it  wifi.  ' : 
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Big  Tobacco  on 
the  loose 


British  American  Tobacco's 
proposed  £5bn  ({&2bn}  takeover 
of  Rothmans  has  been  a hit  with 
investors.  BAT's  shares  were  up 
sharply  yesterday  for  the  second 
day  running.  But  there  are  some 
Quahns,  or  there  should  be. 

The  deal  furthers  BAT’s  chief 
j /ambition  - shared  by  Philip  Mor- 
I [f  rt®.  its  fellow  duopollst  in  global 
tobacco  - of  exploiting  growing 
markets  in  the  developing  world. 
Tobacco  is  a morally  dubious 
business  at  the  best  of  times.  Is 
not  targeting  the  world's  poor 
more  dubious  again* 

This  is  not  to  subscribe  to  the 
naive  belief  - still  quite  widely 
held  - that  Big  Tobacco  is  out  to 
seduce  the  world's  innocents  into 
western  vices.  Tobacco  is  long 
established  as  a universal  drug. 
In  many  developing  countries, 
the  main  thing  stopping  people 
from  smoking  more  — or  switch- 
ing from  nasty  local  tobacco  to 
the  higher-quality  western  ver- 
sion - is  that  they  cannot  yet 
afford  it 

Much  the  biggest  prize  in  th* 
world  tobacco  market  is  China, 
which  consumes  a third  of  the 
-^world’s  cigarettes  and  is  almost 
®fbolly  supplied  by  the  Chinese 
Estate  monopoly.  China  used  to  be 
BATs  most  profitable  market, 
until  its  dozen-odd  factories  there 
were  expropriated  in  the  1949  rev- 
olution. Should  the  company 
establish  itself  in  the  Chinese 
market,  it  would  merely  be 
recovering  ground  lost  more 


than  two  generations  ago. 

But  one  must  not  be.  naive  in 
the  other  direction  either.  One 
former  cbn*rm<>n  of  BAT  as 
his  first  post  that  of  marketing 
manager  for  the  company's  Ethi- 
opian monopoly.  Plainly,  his  job 
was  not  to  beat  off  the  non- 
existent competition:  it  was  to 
increase  Ethiopian  consumption 
of  cigarettes. 

In  the  developed  world,  there 
are  two  chief  apologies  for  the 
tobacco  trade,  the  first  is  that 
consumption  is  falling,  or  at 
worst  static  the  second,  that  con- 
sumers have  been  fully  educated 
on  the  risks.  In  the  developing 
world,  neither  necessarily 
applies. 

This  is  not  to  say  that  western 
governments  ghmiifl  intervene.  It 
would  help  if  tire  governments  in 
the  EU  US  kicked  their  insid- 
ious habit  of  subsidising  domes- 
tic tobacco  production  as  a 
means  of  catching  votes.  But  to 
hinder  exports  would  be  to 
patronise  the  developing  world’s 
consumers,  to  say  nothing  of  its 
governments. 

The  question  is  rather  one  for 
individuals.  If  people  choose  to 
invest  in  tobacco  companies,  or 
to  work  for  them,  that  is  their 
own  responsibility.  They  might 
care  to  reflect,  however,  that 
profiting  from  sales  to  developed 
countries  is  questionable  enpngh. 
Specialising  in  the  third  world  is 
that  little  bit  more  doubtful 

again. 


State  of  union 


US  voters  reelected  BUI  Clinton 
as  president  in  1996,  and  show  no 
sign  of  wanting  him  removed 
from  office.  They  have  every 
right  to  expect  him  to  deliver  his 
state  of  union  address,  on  sched- 
ule. next  Tuesday.  This  would  he 
f a welcome  signal  that,  despite  Mr 
A Clinton's  trial  in  the  Senate,  the 
"president  and  the  House  of 
Representatives  are  getting  on 
with  the  work  of  government. 

The  state  of  the  union  addres9- 
aDows  the  president  to  speak,  to 
Congress  and  the  public,  and  to 
lay  out  the  White  House  agenda 
for  the  coming  year.  In  past 
addresses,  Mr  Clinton  has 
excelled  - even  last  January,  just 
days  after  Monica  Lewinsky  first 
became  a household  name.  A 
number  of  congressmen,  senators 
and  pundits  say  he  should 
forgo  the  chance  to  do  so  again. 

Same  are  motivated  by  dislike 
for  Mr  Clinton,  some  by  the 
chance  for  partisan  advantage, 
and  some  by  a genuine  belief  that 
an  impeached  president  does  not 
deserve  to  give  the  address.  Some 
think  Mr  Clinton  should  delay  it 
1 until  after  the  trial,  and  some 
that  he  should  cancel  it  alto- 
gether. All  are  wrong-headed. 

Mr  Clinton  has  been  impeached 
by  the  House  of  Representatives. 
There  must  now  be  a trial  in  the 
Senate.  This  is  not  an  illegitimate 
process,  nor  a needless  distrac- 
tion from  the  business  of  govern- 
ment. It  is  what  the  constitution 
demands.  In  the  process,  how- 
ever, Washington  must  not 
become  a policy-free  zone. 


The  founding  fathers  con- 
structed a balance  to  prevent 
Congress  from  unseating  a presi- 
dent and  overturning  the  wfll  of 
the  people  on  a partisan  whim.  It 
is  for  the  Senate  to  judge  the 
president.  Despite  his  reckless 
and  dissembling  behaviour,  Mr 
fTHntrm  remains  innocent  Of  high 

crimes  and  misdemeanours 
unless  the  Senate  chooses  to  con- 
vict him  by  a two-thirds  majority. 
The  trial  should  be  concluded  as 
quickly  as  fairness  allows.  Until 
then,  Mr  Clinton  must  continue 
with  his  elected  duties. 

On  Tuesday,  he  should  set 
aside  political  embarrassment, 
and  lay  out  his  priorities  for  the 
nation.  This  will  show  the  US 
public  and  the  watching  world 
that  the  business  of  government 
can  continue  at  the  same  time  as 
the  trial.  More  important,  there  is 
much  work  to  be  done.  The  world 
remains  a dangerous  place.  It  is 
high  tfim»  Mr  Clinton  and  Con-  i 
grass  sorted  out  the  US  trade  | 
agenda.  At  home.  Social  Security 
and  Medicare  are  concerns. 

Dermis  Hastert,  the  new 
speaker  of  the  House,  has 
pledged  that  the  Republican 
majority  will  now  concentrate  on 
legislation.  This  is  a welcome 
development  The  last  Congress 
achieved  virtually  nothing  of 
note  - except  the  first  impeach- 
ment since  1868.  With  the  Senate 
preoccupied,  Mr  Hastert  and  his 
colleagues  in  the  House  most  set 
out  the  Republican  agenda.  But 
first,  on  Tuesday,  they  must 
listen  to  Mr  Clinton. 


Africa  at  war 


Sierra  Leone’s  descant  into 
anarchy  is  more  than  yet  another 
tragedy  on  a battle-scarred  conti- 
nent. It  marks  the  failure  of  a 
vital  African-led  peacekeeping 
initiative,  and  threatens  the  tran- 
sition to  democracy  in  Nigeria.  If 

gca  cannot  keep  its  own  house 
rder,  and  outsiders  can  do  no 
er  - as  the  collapse  of  the 
u«-supervised  peace  plan  for 
Angola  suggests  - prospects  for 
the  region  seen  bleak  indeed. 

It  is  nearly  a year  since  the 
west  African  peace  force  known 
as  Ecoxnog  launched  Its 
onslaught  on  the  Sierra  Leone 
capital  of  Freetown,  paving  the 
way  for  the  return  of  the  demo- 
cratically elected  government  of 
President  Ahmed  Tejan  Kabbah. 

They  won  the  capital,  but  have 
lost  the  country.  Ecomog’s  mili- 
tary campaign  lacked  a political 
strategy  with  which  to  secure  a 
settlement  with  the  rebels,  while 
the  government  appealed  in  vain 
to  the  International  community 
to  help  provide  the  resources  to 
rebuild  a collapsed  state. 

Fur  Nigeria,  whose  15.000 
troops  make  up  most  of  the  force, 
ike  outcome  has  been  humiliat- 
Jig  and  dangerous.  Prices  for  oil, 
the  country’s  main  export,  are 
the  lowest  for  12  years.  To  make 
matters  worse,  protestors  in  the 
oil-producing  Delta  region  who 
are  demanding  a higher  share  of 
government  spending  have  man- 
aged to  production  by  a 
third. 


Nigeria's  ndhtaiy  leader,  Gen 
Abdulsalami  Abubakar  has 
hinted  that  troops  may  be 
deployed  in  the  Delta.  But  an 
army  fighting  on  two  fronts  and 
an  economy  in  crisis  are  not  con- 
ducive to  a stable  transition  or  a 
secure  democracy. 

Instability  in  Nigeria  would  be 
a devastating  blow  to  a continent 
already  beset  by  conflict  The 
war  in  the  Congo,  formerly  Zaire, 
has  sucked  in  troops  from  at 
least  six  other  countries.  Sudan’s 
civil  war  shows  no  sign  of  end- 
ing, Eritrea  ami  Ethiopia  remain 
on  the  brink  of  resuming  their 
futile  border  battle,  while  Soma- 
lia has  been  all  but  abandoned  to 
its  fate. 

It  need  not  be  so,  as  Mozambi- 
que and  Namibia  have  shown.  In 
both  countries  substantial  UN 
monitoring  forces  presided  over 
the  end  of  civil  war  and  the  bold- 
ing of  multi-party  elections.  But 
the  key  to  success  was  the  qual- 
ity of  the  diplomacy,  and  the  will- 
ingness of  the  US  and  the  UN  to 
focus  attention  on  what  had 
seemed  intractable  problems. 

Since  then  Africa  has  slipped 
down  the  international  agenda, 
but  the  collapse  of  Sierra  Leone 
is  a further  warning  that  its  need 
for  assistance  is  greater  than 
ever.  It  would  be  disastrous  if  it 
tnicps  the  collapse  of  Nigeria’s 
transition  before  the  mind  of  the 
international  community  is  con- 
centrated on  a continent  slipping 
into  war. 
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Brazil’s  bitter  enemies 


Bovsspo  index 


Current  account  balance 
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Brady  bond  spread 
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ttamar  Franco,  governor  of  the  State  of  Minas  Ger^s 


Fernando  Keorique  Cardoso,  president 


Brazil’s  tough  year 

The  president’s  austerity  plan  is. under  attack  from  an  unlikely  quarter  - a tempestuous  state 
governor  who  was  once  Mr  Cardoso’s  boss,  say  Geoff  Dyer  and  Stephen  Fidler 
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When  Fernando  Hen- 
ri que  Cardoso 

began  his  second 
term  as  Brazil’s 
1 president  on  New  Year's  day,  he 
knew  he  was  in  for  a rough  ride. 
Ahead  of  hfm  lay  difficult  talks 
| with  Congress  on  a yawning  fis- 
cal deficit-  With  the  economy 
sliding  Into  recession,  he  was 
braced  for  protests  from  trade 
nnirm«c  and  industrialists.  He  had 
prnmnaaa  to  ftiini  to  the  Interna- 
tional Monetary  Fund,  and  he 
knew  investors  would  be  poised 
like  hawks  over  his  every  move. 

What  Mr  Cardoso  could  not 
have  foreseen  was  trouble  from 
an  old  boss  and  purported  politi- 
cal ally.  Five  years  ago.  Ttamar 
Franco  was  president  of  Brazil 
and  Mr  Cardoso  was  his  finance 
minister.  Appointing  Mr  Cardoso, 
architect  of  the  Real  plan  whit* 
stabilised  Brazil's  currency  and 
defeated  inflation,  was  perhaps 
the  only  notable  of  Mr 

Franco’s  presidency. 

Mr  Franco  is  a tempestuous 
man.  In  his  two  and  a half  years 
as  president,  he  went  through  six 
finance  ministers.  Mr  Cardoso 
was  his  fourth.  He  publicly 
rebuked  one  mintatm-  after  find- 
ing out,  from  his  maid,  that  gas 
prices  had  gone  up. 

So  it  was  not  entirely  out  of 
character  for  Mr  Franco  to 
deelare.  in  his  first  week  as  gov- 
ernor of  Afinas  Gerais,  a 90-day 
moratorium  on  the  state’s 
RSUL5bn  (£9J5bn)  debt  with  the 
federal  government. 

Brazilians  are  still  debating 
whether  the  impulsive  Mr  Franco 
really  thought  through  the  conse- 
quences for  Mr  Cardoso,  and  for 
the  country  as  a whole,  of  halting 
payment  on  the  state’s  debts. 

Mr  Franco  claims  the  state's 
coffers  are  empty.  Tax  revenues 
have  dwindled  as  Minas  Gerais,  a 
wealthy,  industrial  state,  has 
been  hard-hit  by  the  economic 
downturn.  Mr  Franco  claims  that 
if  he  were  to  honour  the  monthly 
interest  payments  of  R$8(bn  cm 
the  state's  debt,  there  would  be 
no  money  to  buy  food  for  prisons 
or  to  pay  the  salaries  of  some 
civil  servants. 

The  government  says  this  is 
nonsense.  The  debts  of  Minas 
Gerais  were  restructured  over 
the  past  two  years,  and  hear  an 
interest  rate  of  between  6 and  7JS 
per  cent,  well  below  market  inter- 
est rates  of  30  per  cent 
What  is  perhaps  surprising  is 


the  near-panic  the  Mina«  Gerais 
moratorium  has  provoked  among 
investors.  Brazilian  shares, 
which  were  7.65  per  cent  lower 
early  yesterday  afternoon,  have 
fallen  19.2 . per  cent  since  Mr 
Franco  dropped  his  bombshell 
last  Wednesday. Spreads  of  some 
Brazilian  bonds  have  widened  to 
levels  not  seen  since  the  Russian 
crisis. 

Brazilian  markets  often  react 
in  an  exaggerated  fashion  to  bad 
news.  The  Minas  crisis  might 
blow  over  in  a few  days. 

However,  the  moratorium  has 
exposed  real  concerns  about  Bra- 
zil- It  has  underlined  the  extent 
of  the  political  and  economic 
obstacles  faring  Mr  Cardoso  as 
he  tries  to  guide  his  country 
away  from  a prolonged  economic 
crisis. 

“It  is  not  just  the  Minas  situa- 
tion that  is  making  investors  ner- 
vous, it  is  the  cumulative  effect 
of  all  the  political  problems said 
Francis  Frei singer,  economist  at 
Merrill  Lynch  In  New  York. 

Brazil,  which  is  nursing  a bud- 
get deficit  of  over  8 per  emit  of 
gross  domestic  product,  has  been 
in  the  spotlight  since  it  narrowly 
avoided  a forced  devaluation  of 
the  real  in  the  aftermath  of  the 
Russian  debt  default  in  August 

However,  the  real  significance 
of  the  Minas  Gends  standoff  Bps 
in  what  it  says  about  the  state  of 
the  economy. 

Mr  Franco's  moratorium  is  the 
first  major  political  challenge  to 
Mr  Cardoso's  austerity  strategy 
following  the  panic  in  emerging 
markets  last  summer,  when  Bra- 
zil came  close  to  having  to 
devalue  the  Real. 

There  are  other  signs  of  stress 
as  Brazil  moves  inexorably 
towards  recession.  Some  2,800 
workers  at  a Ford  factory  in  the 
state  of  S&o  Paulo  turned  up  for 
work  this  week  even  though  they 
bad  been  fired.  With  unemploy- 
ment already  at  a record  highs, 
the  once-prond  car  workers,  who 
form  the  backbone  of  Brazil’s 
labour  movement,  said  they 
would  be  willing  to  work  for 
lower  wages. 

The  powerful  SSo  Paulo  Indus- 
trial Federation  recently  joined 
forces  with  the  trade  unions  to 
plead  for  lower  interest  rates. 

The  economy  was  already  slow- 
ing before  the  government  was 
forced  in  September  to  raise 
interest  rates  to  around  40  per 
cent  to  defend  the  currency. 


Higher  interest  rates  caused 
industrial  output  to  be  9.2  per 
cent  lower  in  October  1998,  com- 
pared with  October  1997.  Econo- 
mists are  forecasting  the  econ- 
omy will  contract  between  1 and 
4 per  cent  this  year,  even  if  the 
government's  austerity  plan 
works. 

The  brunt  of  the  impact  has 
been  felt  by  the  car  industry, 
which  is  suffering  from  signifi- 
cant over-capacity  after  receiving 
$20bq  of  investment  during  the 
last  four  years.  Car  sales  dropped 
21  per  cent  last  year. 

Brazilian  consumers,  who  are 
still  adapting  to  the  world  of  low 
inflation,  have  also  suffered 
under  the  burden  of  higher  inter- 
est payments.  Defaults  on  con- 
sumer credits  are  rising.  Nor  Ad 
'Christmas  bring  much  relief  to 
the  retail  sector,  with  sales  down 
52  per  cent  compared  to  the  pre- 
vious year,  according  to  a survey 
by  the  Sao  Paulo  federation  of 
commerce. 

Last  October,  the  government 
narrowly  averted  a currency  cri- 
sis through  four  responses:  high 
interest  rates  to  slow  capital 
flight,  the  promise  of  R$2Sbn  of 
budget  cuts  this  year,  long-term 
fiscal  reform,  and  a $4L5bn  pack- 
age of  emergency  aid  led  by  the 
IMF. 

However,  the  measures  have  so 
far-net  restored  the  government’s 
credibility.  Foreign  reserves,  the 
barometer  of  international  confi- 
j dence,  fell  by  |7bn  between 
November  and  December.  A fur- 
ther $lbn  has  left  the  country  so 
far  this  month. 

“The  Minas  problem  comes  at  a 
time  when  the  government’s 
credibility  was  already  being 
questioned,'*  says  Dany  Rappa- 
port,  chief  economist  at  San- 
tander Investment  in  SSo  Paulo. 

Even  before  the  Minas  morato- 
rium. Mr  Cardoso  knew  that 
without  rapid  progress  on  the  fis- 
cal front,  capital  flight  would  not 
abate,  high  real  interest  rates 
would  continue  to  stifle  the  econ- 
omy, and  the  IMF  might  with- 
draw its  support.  Now,  as  he  tries 
to  muster  support  for  his  fiscal 
plans,  he  faces  a new  and  poten- 
tially dangerous  political  head- 
ache. 

The  last  thing  Mr  Cardoso 
wants  is  to  renegotiate  the  debts 
of  Brazil’s  27  states  - again.  Over 
the  past  two  years,  the  federal 
government  had  already  refin- 
anced debts  24  states  totalling 


RSSSbn.  or  around  10  per  cent  of 
GDP. 

If  the  government  were  to  offer 
more  favourable  repayment 
terms  to  Afinas  Gerais,  ft  would 
have  to  do  the  same  for  everyone 
else.  This  would  endanger  the 
budget  deficit  targets  agreed  with 
the  IMF.  Investors  would  see  any 
capitulation  to  Brazil’s  profligate 
states  as  a serious  blow  to  the 
credibility  of  Mr  Cardoso's  aus- 
terity efforts. 

So  far,  the  government  Is  act- 
ing tough,  blocking  R$lL7m  of 
fiscal  revenues  that  were  due  to 
be  transferred  to  Minas  Gerais. 

But  the  dispute  with  Mr  Franco 
has  come  at  a time  when  the 
government’s  fiscal  austerity 
plans  were  already  at  a delicate 
stage  in  Congress.  Government 
managers  had  been  hoping  to  use 
a special  session  over  the  Jan- 
uary recess  to  make  up  far  lost 
time. 

Although  70  per  cent  of  the 
R$28bn  package  has  already  been 
approved,  the  government  has 
suffered  a number  of  reverses  in 
the  last  two  months.  The  lower 
house  delivered  a serious  blow  to 
Air  Cardoso  in  December  when  it 
rejected  a proposal  to  increase 
rivfl  servants’  pension  contribu- 
tions, an  area  that  the  govern- 
ment bad  highlighted  as  one  of 
the  principal  erases  of  the  fiscal 
deficit.  Ministers  say  the  reforms 
will  be  sent  back  to  Congress  in 
February. 

The  government  is  also  battl- 
ing against  time  to  approve  an 
increase  Jn  a financial  transac- 
tions tax.  a key  part  of  the  gov- 
ernment's revenue  raising 
efforts,  which  has  already  been 
delayed.  If  the  measure  is  not 
passed  by  March,  ministers  wfil 
be  forced  to  find  new  savings  or 
miss  their  fiscal  targets. 

The  danger  of  taking  a tough 
line  with  Afinas  Gerais  is  that  Mr 
Cardoso  risks  losing  support  for 
his  reforms  in  Congress.  Mr  Fran- 
co’s party,  the  Brazilian  Demo- 
cratic Movement  (FMDB),  is  one 
of  the  three  most  important  par- 
ties in  Congress,  but  also  the 
most  fickle  member  of  the  five- 
party  coalition  supporting  Mr 
Cardoso's  government 

An  early  test  of  the  Franco 
effect  will  come  .today,  when  a 
special  session  of  fee  lower  house 
is  doe  to  vote  on  a new  set  of  tax 
increases  to  make  up  for  the 
delay  in  approving  the  financial 
transactions  tax.  The  leaders  of 


OBSERVER 


Time  lor  v' 
Tetetubbies 

I ft’s  30  years  since  John,  Pad. 

, George  and  Ringolpok  North 
j America  by  storm.  Now  another 
Fab  Foursome  are  fofiowing  the 
traft  to  global  fame:  no,  It’s  not 
the  sparky  Spice  Gkls  bid  foe 
Tetetobbtes,  those  monosyllabic 
i roly-pofies  who  are  such  a hit 
with  the  undents. 

TWtyWWcy,  Dipsy,  UaLaa 
and  the  other  one  are  going 
down  Bto  soda-pop  with  US 
youngsters.  Investors  in 
Handteman,  foe  US  company 
that  holds  75  per  cent  of 
Itsy-Bitsy  Entertainment,  which  in 
turn  owns  the  North  American 
rights  to  the  Tetetubbies,  are  also 
getting  excited. 

The  result  is  that  Handtaman 
chief  executive  Stephen  Strome 
has  seen  Ns  share  price  leap  as 
WaS  Street  has  woken  up  to  the 
“eh-oh*  phenomenon.  There's 
taHc  of  S2bn  sales  of  Tetetubbies 
merohandse  this  year  and 
Handteman  is  singled  oift  by  this 
month's  individual  Investor,  an 
American  glossy  tor  private 
punters,  as  one  of  its  “magic  25” 
stocks  to  watch;  others  include 
corporate  giants  such  as  Merrifi 
Lynch  rad  Time  Warner.  Who 
says  you  cant  have  your  tubby 
toast  and  eat  it? 

Paper  chase 

And  mother  one  bites  the  dust 

Thera  may  be  no  “black  hole”  at 


Anglo-French  paper-maker  Arjo 
Wiggins  Appleton  but  why  does 
foe  oompany  keep  wiping  the 
pad  dean  when  ft  comes  to 
executives? 

Must  be  something  to  do  wBh 
that  famous  dash  of  cultures 
that's  seen  off  most  attempts  to 
create  corporate  entente  cortflafe 
across  the  channel  Never  mind 
foe  gaping  chasm  in  approach  to 
corporate  governance,  it’s  just 
that  the  Brits  know  better  than 
the  French,  and  vice-versa. 

It's  less  than  two  years  since 
PhSppe  Beyfier,  a paper 
roerctent  rather  than  a paper 
[ maker,  took  foe  chief  executive’s 
chair  from  Alain  Soutas,  who'd 
! left  suddenly  a year  earfler  with  a 
| £1m-pJus  severance  package. 
Before  him,  there  was  Stephen 
Wails  who  left  after  the  board 
blocked  his  own  growth  strategy. 
Beytieris  elevation,  announced 
before  foe  departure  of 
combative  chairman  Cob 
Stenham,  saw  lots  of  fancy  taBc 
about  a more  aggressive, 
strategically-minded  approach  to 
management  As  for  giving  the 
group  a new  direction,  the  reaBty 
is  that  things  have  since  more  or 
less  stood  still. 

Now  Beyfier  Is  on  his  way  with 
a pay-off  as  part  of  one  of  those 
reorganisations  that  means 
there's  no  need  for  a chief 
executive.  Ken  Minton  - who  left 
a mixed  legacy  behind  him  as 
chief  executive  of  Laporte  - 
becomes  executive  chairman.  So 
it  faDs  to  Minton,  82  on  Sunday, 
to  run  In  his  new  mutti-natioruri 


management  and  to  attempt  to 
reconcile  the  various  needs  of 
the  rrtixed  bag  of  Aijo  Wiggins 
investors  on  both  sides  of  the 
Channel.  If  precedent  is  anything 
to  go  by,  he  might  not  have  long 
to  make  it  work. 

Mind  your  backs 

European  commissioner  and 
one-time  leader  of  Britain’s 
Labour  party  Neil  Kin  nock  has  a 
date  In  London  tomorrow.  But 
the  corruption  row  in  Brussels 
means  he  won’t  be  keeping  it 

The  event  in  question  is  foe 
10th  anniversary  of  the  formation 
of  the  left-of-centre  Institute  for 
Public  Policy  Research,  one  of 
the  many  thinktanks  spawned  in 
recent  years  in  the  UK. 

Wien  ft  was  set  up,  Kinnock 
was  vowing  to  win  foe  next 
general  election  outright  - he 
didn’t  - starting  a doomed  drive 
to  recruit  1m  party  members  and 
trying  to  find  a defence  policy 
that  frightened  the  enemy  more 
than  the  British  public. 

Transport  commissioner 
Kinnock  was  due  to  join  In  this 
week's  celebrations,  speaking  on 
The  man  challenges  facing  foe 
EU  in  the  next  decade”  - and 
whether  the  UK  wfll  be  sidelined 
If  ft  stays  outside  the  single 
currency.  But  he’s  had  to  cancel 
at  the  last  moment.  With  the 
European  parliament  threatening 
to  maul  commissioners  on  the 
same  day.  following  accusations 

of  widespread  corruption, 
Kinnock  has  decided  it  would  be 


best  to  stay  in  Brussels  for  a 
while  to  watch  his  own  back. 
Soue  things  never  change. 

What  a treasure 

He’s  been  attacked  from  all  sides 
and  abandoned  by  traditional 
allies.  But  Israeli  prime  minister 
Benjamin  Netanyahu  seems  to 
have  found  a friend  and  ally  in 
his  finance  minister. 

Until  this  week,  Netanyahu  has 
had  no  problems  with  slashing 
the  state  budget  But  things 
seems  to  have  loosened  up 
ahead  of  foe  national  elections  in 
May;  so  much  so  that  he’s 
encomtered  no  opposition  from 
his  treasury  in  launching  a 
spending  spree. 

After  pushing  through  a bifl 
giving  free  education  for 
pre-schoolers.  Netanyahu  was 
asked  if  his  excellent  relationship 
with  his  finance  minister  had 
made  foe  initiative  easy.  ‘Look,  I 
must  tell  you."  he  said,  “We 
really  see  eye  to  eye."  Not 
surprising,  really.  Since  Yaakov 
Neeman  resigned  as  finance 
minister,  Netanyahu  has  been 
doing  the  job  himself. 

Net  effect 

Which  reminds  Observer  of  a 
rumour  doing  the  rounds,  to  the 
effect  that  the  British 
Broadcasting  Corporation, 
Netscape  and  Yahoo  are  in 
merger  talks.  They’ve  already 
agreed  foe  name  - BB 
Nefn’Yahoo. 


the  FMDB  have  so  far  declared 
their  sqpport  for  the  government 
and  political  analysts  believe  the 
measures  will  pass  comfortably. 

A stand-off  between  federal  and 
state  governments  could  have  a 
lasting  impact  on  Brazil’s  fiscal 
plans.  The  R$28bn  cuts  to  this 
year’s  budget  are  supposed  to  he 
only  the  starting  point  in  Brazil’s 
Bwai  adjustment  — an  exercise  in 
buying  time  while  more  perma- 
nent reforms  are  implemented. 

These  reforms  include  a com- 
prehensive shake-up  of  the  thfe 
country’s  byzantine  tax  struc- 
ture. which  will  not  he  passed 
without  the  co-operation  of  state 
governors.  In  addition,  the  gov- 
ernment wants  to  reduce  the  tax 
revenues  which  are  passed  on  to 
the  states.  “There  wfll  be  a war 
in  Congress  over  this,”*  said 
Carlos  Lopes,  a political  analyst 
in  Brasilia. 

From  the  point  of  view  of  for- 
eign hanks,  the  timing  of  the  Aft- 
Franco's  moratorium  could  not 
have  been  worse.  Having  sharply 
scaled  back  their  exposure  to 
Brazil  in  the  second  half  of  last 
year,  hrafes  had  been  contemplat- 
ing since  the  start  of  the  year 
whether  to  increase  loans  again. 
Economists  believe  the  Minas 
Gerais  fiasco  could  also  delay  the 
return  of  many  Brazilian  borrow- 
ers to  international  capital  mar- 
kets. | 

The  developments  in  Minas 
have  also  caused  concern  in 
Washington,  where  the  IMF  rad 
the  Treasury  appear  to  be  adopt- 
ing a “ war  t-and  -cr  oss-yo  ur- 
flngers"  approach.  Officials  in 
Washington  have  known  there 
would  be  difficulties  in  the  imple- 
mentation of  the  austerity  pro- 
gramme. 

The  IMF  has  received  assur- 
ances from  Brasilia  that  the  dis- 
pute with  Afinas  will  not  affect 
the  programme.  Officials  still 
expect  the  second  tranche  of 
funding  to  be  released  after  a 
review  in  February  of  Brazil’s  fis- 
cal accounts.  However  the  mean 
obstacles  Brazilian  politicians 
throw  at  Mr  Cardoso,  the  more 
nervous  Brazil’s  international 
sponsors  are  likely  to  became.  - 

The  president  has  to  find  a way 
to  restore  the  confidence  of  for- 
eign investors  that  would  in  turn 
allow  funds  to  return  to  Brazil 
and  interest  rates  to  fall  If  he 
fails,  the  pressures  an  his  auster- 
ity strategy  will  grow.  Eventually 
they  will  become  unbearable. 


100  years  ago 

The  Odds  Of  War 
Following  on  foe  Hispano- 
American  war  we  saw  many 
paragraphs  about  foe  mortality 
on  the  winning  side,  meant  to 
show  that  as  a whole,  the 
expedition  had  been  nearly  as 
favourable  to  life  as  an 
excursion  arranged  by  Thomas 
Cook.  It  Is  not  wholesome  that 
we  should  under-estimate  the 
cost  of  war,  and  a recent 
calculation  by  foe  New  York 
Ufa  Office  deserves  to  be 
considered.  Taking  the  Federal 
side  In  the  American  CivD  War, 
it  is  shown  that  every  man  of 
25  who  enlisted  had  a greater 
chance  of  death  over  three 
years  than  a man  of  68  who 
pursued  his  ordinary  work  at 
home. 

50  years  ago 

Bandits  In  Malaya 
Singapore,  Jan.  12.  Eight 
months  after  the  emergency 
started  fri  Malaya  with  foe 
murder  of  three  European 
planters,  significant  facts 
emerge.  First,  the  problem  of 
ridding  foe  country  of  terrorists 
is  proving  much  bigger  and 
more  complicated  than  was  at  : 
first  imagined.  Second,  the 
Communist  attempt  to  disrupt 
production  of  tin  and  rubber 
has  proved  singularly 
unsuccessful 


it****** 
> **** 


u. 


PRINTERS 
FAX  MACHINES 


FINANCIAL  TIMES 


BUILDING  HOMES 

OF  INDIVIDUALITY 
PROM  SCOTLAND  TC 
THE  SOUTH  COAST 


. A 


■':«  jo»  g*is 


Lessee 


WEDNESDAY  JANUARY  13  1999 


THE  LEX  COLUMN 


Bank  statement 


China  plans  to  lead  way 
by  issuing  bonds  in  euros 
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As  lines  in  tbe  sand  go,  the  Bank  of 
Japan's  intervention  to  halt  the  Ten’s 
appreciation  was  significant  But  how 
long  will  it  he  before  it  gets  washed  away? 

The  success  rate  of  previous  interventions 

does  not  leave  much  room  for  optimism. 

True,  last  summer’s  Intervention  - to 
strengthen  the  yen  - was  effective.  But 
that  was  different.  The  US  was  suffi- 
ciently rattled  by  the  risk  of  a Chinese 
devaluation  to  step  in  to  the  markets 
alongside  the  BoJ.  Such  co-ordinated 
action  this  time  round  is  hampered  by 
other  factors  weighing  down  on  the  doHar 
- such  as  investor  concent  over  Brazil 
and  the  US  trade  deficit 

Tbe  credibility  of  the  BoJ's  move  also 
depends  on  what  happens  on  its  home 
turf.  Although  the  weakness  of  the  Japa- 
nese economy  should,  longer-term,  lead  to 
currency  weakness,  short-term  factors  are 
conspiring  to  keep  the  yen  strong.  Fear  is 
one.  Japanese  companies  or  individuals, 
stung  by  the  recent  currency  apprecia- 
tion, may  still  feel  the  need  to  hedge 
against  further  appreciation  by  buying 
yen  assets.  The  recent  Jump  in  bond 
yields  is  another  incentive  to  preferring 
Japanese  over  US  or  European  assets. 
And  the  markets  know  the  Japanese  gov- 
ernment can  do  little  to  underpin  the 
BoJ’s  move:  further  monetary  loosening  is 
tricky  when  short-term  interest  rates  are 
already  near  zero. 

The  BoJ  may  therefore  have  to  follow 
yesterday's  move  with  more  of  the  same. 
Even  that  will  not,  in  itself,  be  enough  to 
give  Japanese  exporters  the  sustained  yen 
weakness  they  want  But  it  may  at  least 
help  contain  sharp  and  damaging  cur- 
rency swings.  A case  of  being  thankful  for 
small  mercies. 
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The  Issue  is  Tractebel's  desire  to  merge  Mi  yell  LI  I la.  Cu  1U  r i linfJl 
with  Electrabel  (market  value  €22bn)  in 
which  it  already  has  a near  40  per  cent  By  Hunan  Merchant 

stake.  This  makes  sense.  Investors  in  both ~ 

Tractebel  and  Electrabel  would  be  best  China  is  heading  a trio  of  emerging 
senred  if  the  two  cooperated  outside  the  market  borrowers  planning  to 
country  and  rationalised  their  efforts  launch  bonds  denominated  in  the 


Argentina  and  Philippines  set  to  follow  emerging  market  first 
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rent  crop  of  quoted  online  companies  has 
long  been  hugely  overpriced.  On  the  other 
hand,  there  are  few  alternatives  to  tap- 
ping into  the  potential  of  the  worldwide 
web.  Those  companies  that  are  building 
strong  brands  or  superior  customer  ser- 
vice may  weD  go  on  to  become  hugely 
profitable.  But  current  valuations  make 
sense  only  if  everyone  in  the  industry 
turns  out  to  be  a winner,  which  is  a 
logical  impossibility.  The  internet  bubble 
will  burst  and  now  is  not  the  time  to  try 
to  play  these  stocks. 

Of  greater  use  is  Mr  Murdoch's  predic- 
tion that  the  Internet  will  destroy  tradi- 
tional companies  as  It  subsumes  their 
business.  Morgan  Stanley  win  hardly  be 
quaking  in  Its  boots  because  internet  bro- 
ker E*Trade  is  starting  up  a low-cost 
online  investment  bank.  But  thinner 
underwriting  margins  are  sure  to  follow. 
Investors  should  at  least  make  sure  that 
their  traditional  investments  are  getting 
wise  to  the  web. 


inside  ft.  The  sticking  point  is  that  such  a 
merger  would  dilute  Suez  Lyonnaise  to 
only  about  30  per  cent  of  the  enlarged 
group. 

Suez  Lyonnaise  will  either  have  to  sup- 
port TTactebel's  merger  with  Electrabel  - 
but  buy  sufficient  equity  in  the  merged 
group  to  keep  its  stake  above  SO  per  cent 
- or  risk  snubbing  Philippe  Bodson,  Trac- 
tebel’s  head.  This  may  prompt  his  resigna- 
tion, which  would  be  bad  news  fra-  Tracte- 
bel gtmrpg 


Internet  stocks 


Rupert  Murdoch  thinks  that  internet 
stocks  are  overhyped.  Well,  thank  heav- 
ens for  that!  The  News  Corporation  chair- 
man's comments  helped  deflate  some  web 
company  share  prices  yesterday  - Ama- 
zon, com  Is  now  up  by  a mere  50  per  cent 
in  a week.  Imagine  where  it  might  be  if 
Mr  Murdoch  had  spotted  value  in  the  sec- 
tor. 

Unfortunately,  Mr  Murdoch’s  verdict  is 
of  little  practical  help  to  those  Investors 
who  have  so  far  missed  out  on  the  online 
boom.  By  all  rational  yardsticks  the  cur- 


Tractebef 


Now  is  not  the  best  time,  politically,  for 
Suez  Lyonnaise  des  Ran*  to  have  to  make 
another  move  in  Belgium.  The  leading  Bel 
20  Index  has  lost  half  a dozen  constituents 
in  the  past  year,  mainly  through  take- 
overs by  French  companies.  For  Suez 
Lyonnaise  to  increase  its  grip  not  only  on 
Tractebel,  the  international  energy  group, 
but  on  the  domestic  monopoly  Electrabel 
would  be  particularly  sensitive  In  the 
run-up  to  Belgian  elections  in  June.  How- 
ever, it  may  have  to. 
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Europe  today 

Scandinavia  and  eastern  Europe 
will  have  widespread  snow 
sheerer*.  The  Law  Countries  and 
Germany  will  have  nun  and  sleet 
during  the  afternoon.  Austria  and 
Switzerland  win  have  sleet  and 
snow  showers.  Northern  France 
wd  be  wet,  but  the  south  wiS  be 
dry  w ith  sunny  speBs.  Span  and 
Portugal  wfl  be  mainly  dry,  apart 
tram  showers  along  the  north 
coeat  The  Medileiranean  wffi  be 
munty  dry  and  sunny.  There  may 
be  occasion  si  showers  In  northern 
Italy  and  along  the  Greek  Ionian 
coast 

Rve-day  forecast 

Ram  wlH  move  in  from  the  west 
across  northern  Europe,  bringing 
more  snow  to  Scandinavia,  eastern 
Germany  md  Poland.  Mainly  fine 
caxMJons  In  the  Mediterranean  wffl 
break  down  as  showers  davetoptog 
over  Italy  on  Thuraday  move  to  the 
eastern  Mediterranean  by  the  end 
of  the  week. 
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Bjr  Brant  Merchant  emerges  market  debt Janutt  hut  J",  2 d manage  the  pro- 

Brazil  has  caused  the  lUiqmdity  Md  “ijaw,  along  with  War- 

China  is  heading  a trio  of  emerging  volatility  et  P d ^ JP  Morgan, 

market  borrowers  planning  to  to  come  tack.-  saM ^one  S wS?  awarded  the  mandate 

launch  bonds  denominated  in  the  Economists  bv  August.  China  is  thought  to 

new  euro  currency.  The  bands  would  eu  ro-denomlnated  i ii  y awarded  its  euro  issue  mandate 

be  the  first  in  the  euro  by  sovereign  emergtog  m^krt  s^gns^  rise.  .SlJ^JWerriU  Lynch  and  Paribas.’ 
borrowers  from  emerging  markets  despite  the  Brazil  _ . Chinese'  officials  have  indicated 

since  its  creation  this  month.  no  question  that  f desire  to  add  the  euro  to  their 

Bankers  sav  Areentina.iB  close  to  established  as  the  second  preteren  nKna  M * counterweight  to  the 


ter  said  he  was  adding  Goldman 
Sachs  to  co-lead  manage  the  pro- 
posed euro-issue,  along  with  War- 
burg Dillon  Read  and  J P Morgan, 
which  were  awarded  the  mandate 
last  August.  China  Is  thought  to 


4. 
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Arjo  Wiggins  Appleton 

Aijo’s  shareholders  can  be  forgiven  for 
treating  its  promise  to  turn  over  a new 
leaf  with  some  cynicism.  Since  BATs  for- 
mer British  and  American  papermakers 
merged  with  Aifomarl  of  France  in  1901, 
repeated  promises  of  reform  to  reverse  the 
sliding  share  price  have  not  been  worth 
the  paper  they  were  written  on.  The  plan 
of  Ken.  Minton,  chairman,  to  regroup  Arjo 
into  three  autonomous  units  is  partly  an 
admission  that  the  original  companies 
were  never  properly  integrated,  and 
partly  an  attempt  to  smooth  the  path  of 
anyone  trying  to  buy  part  of  the  business. 
There  will  be  cost  savings  too,  but  as  the 

company  has  not  yet  estimated  these  it 
appears  they  were  not  the  rationale. 

The  restructuring  leaves  Arjo  with  the 
challenge  of  putting  together  two  diverse 
carbonless  and  thermal  paper  businesses 
on  opposite  sides  of  the  Atlantic,  with  a 
declining  market  and  no  obvious  trade 
buyer.  Mr  Minton  might  do  better  to 
recapitalise  the  division,  by  forming  a 
joint  venture  with  a financial  partner 
attracted  by  its  strong  cashflow.  The 
spin-off  of  the  mere han ting  division, 
which  now  looks  likely,  may  not  have 
been  possible  under  Philippe  Beylier,  who 
ran  merchant! rig  before  moving  into  the 
chief  executive’s  revolving  chair  two 
years  ago.  That  does  not  mwm  that  the 
group  can  do  without  a chief  executive. 
Arjo  still  has  much  to  do  to  make  this 
proposal  work  in  practice  rather  than  Just 
on  paper. 


borrowers  from  emerging  markets 
since  its  creation  this  month. 

Bankers  say  Argentina,  is  close  to 
a final  decision  on  a euro  issue  while 
the  Philippines  is  to  market  a euro- 
bond early  next  month. 

But  the  timing  of  the  issues,  is 
likely  to  be  set  back  by  continuing 
uncertainty  in  emerging  markets  fol- 
lowing the  decision  last  week  by  the 
state  of  Mina  Gerais  in  Brazil  to  sus- 
pend interest  payments  on  local 
debts  totalling  R$l&5bn  (Sis^bn). 

The  moratorium  unnerved  mar- 
kets at  a time  when  Brazil  was  try- 
ing to  overcome  domestic  opposition 
to  a stringent,  IMF-designed  auster- 
ity package.  The  spread  on  the 
JP  Morgan  emerging  market  Index 
has  widened  by  about  200  basis 
points  in  the  past  five  days. 

“There  Is  a queue  forming  for 


for  Latin  American  and  Asian  bor- 
rowers," said  Stuart  Parkinson, 
senior  economist  at  Deutsche  Bank. 

Since  last  November  Argentina, 
China  and  the  Philippines  have 
tapped  the  dollar  markets,  reopening 
a sector  effectively  shut  off  to  emerg- 
ing market  borrowers  since  the  Rus- 
sian debt  default  in  August. 

Argentina  has  led  the  way  with  a 
$lbn  bond  in  November.  A euro-de- 
nominated  issue  is  likely  to  be  of  a 
cimiiar  volume.  China  launched  a 
$lbn  bond  last  December,  its  first 
dollar  bond  since  an  unsuccessful 
bid  in  October  1997.  The  Philippines 
aiwi  launched  a $lbn  bond  last  week. 

Earlier  this  week  Edgardo  Espir- 
itu,  the  Philippines'  finance  minis- 


portfolios  as  a counterweight  to  the 
dollar.  The  State  Development  Bank, 
China's  main  policy  bank  and  lender 
for  domestic  infrastructure,  recently 
said  It  would  Issue  bonds  denomi- 
nated in  euros  if  the  opportunity 
presented  itself.  - 

This  was  a reference  to  the  high 
spreads  over  US  treasuries,  which 
has  made  borrowing  on  the  interna- 
tional capital  markets  prohibitive  for 
China  and  other  emerging  market 
borrowers.  “There  is  an  investor  per- 
ception that  now  is  the  time  to  get 
into  the  better  quality  Asian  stories 
or  credits  which  have  turned  the  cor 
Der,"  said  a banker  in  Hong  Kong. 
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US  warns  Japan  to  cut  back  orj^ 
steel  exports  or  face  retaliation 
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By  Deborah  McGregor  hi  Washington 
and  Kerin  Brown  hi  London 


The  US  bluntly  warned  Japan 
yesterday  to  cut  steel  exports 
quickly  or  face  retaliatory  action,  as 
tensions  between  Washington  and 
Tokyo  moved  to  the  centre  of  an 
escalating  global  dispute. 

Charlene  BarahefSky,  tbe  US  trade 
representative,  offered  a sharply 
worded  assessment  of  deteriorating 
Japanese-US  relations  alter  meeting 
Raoru  Yosano,  the  Japanese  minis- 
ter of  international  trade  and  indus- 
try. 

"It  is  no  secret  that  trade  tensions 
between  the  United  States  and  Japan 
are  increasing  quite  dramatically,'' 
Ms  Barshefsky  said.  "Steel  is  per- 
haps the  most  visible  element  of 
that" 

This  reflects  increasing  US  con- 
cern about  global  dislocation  in  steel 
trading  following  the  virtual  col- 
lapse of  Asian  markets  in  the  wake 
of  the  region’s  economic  crisis. 

South  Korea’s  Pohang  Iron  Steel 


(Posco),  the  world's  second  largest 
steelmaker,  said  on  Monday  that  it 
would  cut  exports  by  more  than  5 
per  cent  this  year  to  avoid  conflicts 
with  the  US.  Dongkuk  Steel,  another 
big  Korean  producer,  said  it  was  also 
considering  cuts. 

The  US  has  also  bad  sharp 
exchanges  with  the  European  Union, 
which  Washington  believes  is  not 
soaking  up  enough  Asian  exports. 
The  EU  last  week  opened  an  investi- 
gation into  alleged  dumping  by  six 
Asian  and  east  European  countries. 

However,  Washington's  war  of 
words  with  Tokyo  reflects  the  US 
administration’s  strong  feeling  that 
Japan  has  been  the  single  largest 
contributor  to  the  current  pressures 
faring  the  US  steel  industry,  where 
10,000  jobs  have  been  lost 

US  officials  claim  that  Japan  alone 
accounts  for  almost  half  of  the  entire 
US  import  surge..  In  the  first  nine 
months  of  last  year,  Japanese  steel 
imports  rose  more  than  400  per  cent 

The  US  steel  industry  has  filed 
three  anti-dumping  cases  against 


Japan,  Russia  and  Brazil,  demanding 
that  the  Clinton  administration 
impost!  penalties  of  up  -to  200  per 
cent  on  certain  types  of  imported 
steel.  In  a report  to  Congress  last 
week,  the  government  promised  that 
the  cases  would  be  dealt  with 
quickly. 

Ms  Barshefsky  made  clear  that  the 
administration  was  prepared  to  take 
further  action  if  Japan's  steel  ship- 
ments did  not  fall.  “We  will,  and  the 
president  is  very*  clear  about  this, 
self-initiate  trade  cases  against 
Japan  If  Japan's  exports  to  the 
United  States  do  not  fall  signifi- 
cantly and  quickly,  “ she  said. 

It  was  unclear  exactly  what  form 
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could  extend  anti-dumping  charges 
to  previously  untargeted  types  of 
steeL  j. 

The  administration  could  also  ini- 
tiate unfair  trade  practices  investiga- 
tions under  Section  301  of  the  US 
trade  law,  aimed  at  Japan's  steel 
industry. 
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Scandhnes’  Cat-link  V is  the  first  passenger  vessel  to  cross  the  .Adamic  in  Ick  itan  fhr*-  i 

built  by  Incat.  she’s  dnven  by  [our  warerjecs  bom  Ups  BV.  pan  0rjohn  cL  ^ ^ ^ ^ ^ femCS 

EachjH  handles  a power  output  equivalent  to  twelve  FI  racings.  propcUin-  oVer  7-.  >,T 

to  provide  the  waw^pbaring  thrust  which  enabled  Car-Link  V to  win  the  Blue  Fibnd^o  h ^ ^ ^ ^ 

She  also  set  new  records  for  her  average  speed  or  over  41  knots  for  ihe  crossir.o  NoTth  Atlailtic  crossing. 

Purring  across  the  ocean  with  her  awesome  Ups  waterjets,  she^  d ^ ^eSl  travelled  m ad^1. 

John  Crane  is  one  of  Tl  Group’s  four  specialised  engineering  businesses  ^nth^L  ^ ^ C°mpCntK'n'  ’ 

Bundy  and  Dowry.  Each  one  is  j technological  and  market  leader  in  its  fidd^T  Fbr9heda  Pblyn,er  Engineering.. 

Tl  Group  to  ger  the  criUcal  answers  nehc  f.v  their  specialist  skills  enable 

nyit  M.  ns  cuitomens.  Worfowide. 
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Roche  watches  its  options  shrink 

statSKftiJsw 

medlum-stzecJ  rivals,  Is  seeing  Its  options  shrfrife 
as  competitors  around  it  pair  off.  Sq?!®* 

challenging  acquisition 

TechnotoS'ea*  leading  US  maker  of 
telephone  network  equipment,  is  to  acquire 
Ascend  Communications,  the  data  networidno 
company,  ft  m have  to  marry  two  bStoS* 
cultures  as  well  as  their  technologies.  Page  15 

Japanese  carniak«£  coy  on  mergers 

iPJTJJ?  ■ **  industry's  deep- 
er remahied  sUent  over 

^ ^ are  ^ aHlance 
TOMpsj.  with  European  and  US  partners 
♦t^would  represent  the  easiest  waytoput 
them  back  on  the  road  to  nacovety.  Page  14 

Biotech . sector  faces  tough  year 

It  will  be  a second  tough  year  for  biotechnology 
compantes  as  financing  becomes  tight  Last 
year,  initial  public  offerings  were  scarce  and 
groups  toatdld  put  deals  together  saw  prices 
plummet  after  coming  to  market  Page  15 

BoJ  to  sell  $183bn  of  financing  bills 

The  Bank  of  Japan  is 
set  to  sen  off  its 
Y20,000bn  {$183 bn, 
€76.7bn)  holdings  erf 
financing  bills  and 
short-term  government 
securities.  Plans  by  the 
government  of  Keteo 
Obuchi  (left)  to  liberal- 
ise the  Y30,000bn  FB 
market  as  well  as  the 
Bank's  unease  about 
the  rise  in  its  balance 
sheet  triggered  the  move.  The  FB  market  had 
been  dominated  by  the  bank  and  government 
institutions.  Capital  Markets,  Page  20 

. Bombay  surge  hit  by  profit-taking 

ill  i Six  weeks  ago,  the  Indian  BSE  30  index  was 
pur.  near  a five-year  low,  the  government  had  been 
l ?'•  beaten  in  regional  elections,  and  inflation  was 
1'  soaring.  But  stocks  defied  conditions  to  rise  30 
pa1  cent  only  to  lose  78  points  in  profit-taking 
yesterday.  Emerging  Market  Focus,  Page  32 

Sharp  looks  to  counter  yen  rise 

Sharp,  the  Japanese  electronics  manufacturer 
facing  weaker- than-expected  sales  volumes, 
may  shift  production  overseas  and  procure 
more  parts  in  Asia  following  the  strengthening 
of  the  yen  against  the  dollar.  Page  14 

Cocoa  group  develops  hybrid  tree 

The  Cocoa  Research  Institute  of  Nigeria  claims 
to  have  developed  a hybrid  tree,  developed 
from  59  varieties,  that  combines  longevity,  low 
maintenance  and  disease  resistance  with  fre- 
quent, fatter  yields.  Commodities,  Page  22 
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Prada  sells  stake  in 
Gucci  to  LVMH 


By  Alice  Rawsflwni  in  London, 
tatd  Bette  in  Mibn  and  Saner 
Mandarin  Pate 

Prada,  the  Italian  fashion 
group,  made  a profit  of  $l40m 
yesterday  by  selling  its  9.5  per 
cent  stake  in  Gucci,  its 
arch-rival,  to  LVMH,  the 
acquisitive  French  luxury 
goods  group. 

Patrizio  Bertelii,  Prada’s 
chief  executive  and  husband  of 
chief  designer.  Mxuccia  Prada. 
described  the  deal  as  "simpa- 
tico".  He  secretly  purchased 
the  Gucci  shares  for  an  aver- 
age price  of  $46  each  last  sum- 
mer, but  nursed  a loss  cm  the 
investment  when  its  share 
price  fell. 

Gucci's  shares  soared  after 
last  Wednesday’s  disclosure 
that  LVMH,  which  controls  the 
Christian  Dior  and  Givenchy 
fashion  houses  and  Louis  Vuit- 
ton  luggage,  had  acquired  a 
stake  of  more  than  5 per-  cent 
The  news  surprised  Gucci. 


Analysts  suspect  that 
LVMH,  chaired  by  Bernard 
Arnault  bought  more  Gucci 
shares  in  the  market  last 
week.  They  estimate  that  with 
Prada’s  former  stake,  LVMH 
now  owns  nearly  20  per  cent  of 

Gucci. 

Prada,  advised  by  JP.  Mor- 
gan, the  US  Investment  hank, 
sold  its  Gucci  shares  to  LVMH 
for  $70.50  each.  It  has  also 
secured  a commitment  from 
LVMH  that  If  it  launches  a 
successful  tender  offer  within 
12  months,  Prada  will  receive  a 
premium  on  an  offer  price  of 
more  than  $70.50. 

If  an  offer  is  ovade  within 
three  months  of  yesterday’s 
deal,  Prada  can  Claim  80  per 
cent  of  the  difference  between 
$70.50  and  the  tender  price.  . 
The  premium  reduces  to  50  per 
cent  by  the  final  three  months. 

Prada  is  entitled  to  a smaller 
benefit  If  an  LVMH  offer  Is 
It  cannot 

anything  in  the  event  of  an 


unsolicited  third  party  bid. 
LVMH,  which  has- also  agreed 
to  co-operate  with  Prada  in 
areas  such  as  marirqfing-  and 
production,  is  obliged  by  New 
York  stock  market  regulations 
to  clarify  Its  long-term  inten- 
tions towards  Gucci  by  Friday. 
“Knowing  Bernard  Arnault, 
he'll  keep  everyone  in  sus- 
pense until  the  last  minute,” 
said  one  analyst 

Gucci's  shares  slipped  by 
€265  to  €566  yesterday,  hav- 
ing hit  €61.0  on  Friday  amid 
frenzied  bid  speculation. 
LVMH’s  shares,  which  also 
made  strong  gains  on  bid 
hopes,  were  down  €4.60  to 
€206.40  in  Paris  yesterday. 

Analysts  suspect  Mr  Arnault 
may  decide  to  retain  a sizeable 
minority  position  in  Gucci 
rather  than  stage  a full  bid.  He 
might  find  It  hard  to  persuade 
Domenico  De  Sole,  Gucci's 
president  and  Tom  Ford,  chief 
designer,  to  stay  if  LVMH 
assumes  control.  ' 


Guccfs  naw  coBectfon  was  launched  In 


at  the  waefcud 


CASH  AND  EQUITY  DEAL  MOVES  BERMUDA-BASED  SR0UP  CLOSER  TO  BUILDING  UP  GLOBAL  INSURANCE  FRANCHISE 


ACE  to  acquire  Cigna  business  for  $3.4bn 


By  John  Authers  in  New  York 


ACE,  the  Bermuda-based 
insurance  group,  yesterday 
agreed  to  buy  Cigna's  global 
property  and  casualty  insur- 
ance business  for  $3.45bn  in 
cash,  in  a deal  that  dramatic- 
ally expands  Its  attempt  to 
build  a global  franchise. 

ACE,  founded  In  1985,  has 
made  a series  of  opportunistic 
acquisitions  in  the  past  three 
years,  including  those  of  three 
managing  agencies  at  Lloyd’s, 
the  London  insurance  market 
But  this  is  by  far  its  biggest 


buy,  and  more  than  doubles 
the  scale  of  its  property  and 
casualty  insurance  businesses. 

The  deal  also  continues  the 
trend  for  large  diversified  US 
insurers  to  focus  on  a nar- 
rower range  of  products. 
Cigna,  which  has  already  with- 
drawn from  reinsurance  and 
individual  life  assurance,  wDl 
use  the  proceeds  to  build  its 
employee  benefits  business, 
which  is  based  around  health- 
care management  companies 
and  pension  fond  managers. 

This  strategy  is  similar  to 
that  adopted  by  Aetna,  which 


has  also  focused  on  employee 
benefits  health  insurance, 
while  other  companies  have 
ftboH  Ufa  assurance  businesses 
to  become  pure  property  and 
casualty  insurers. 

1 Brian  Dupezrault,  ACE  chief 
executive,  said:  “We  believe  in 
a diversified  company  and  a 
diversified  earnings  stream.  I 
don’t  see  ACE  as  a consolida- 
tor. Our  acquisitions  have 
been  strategic  and  purposeful 
to  fin  in  areas  that  we  thought 
were  necessary." 

The  deal  will  be  funded  by  a 
combination  of  cash  and  newly 


issued  equity,  with  debt  and 
preferred  and  convertible  secu- 
rities. 

While  ACE  bad  net  written 
premiums  of  $883m  for  the 
year  ended  September  1998, 
Cigna  had  total  written  premi- 
ums in  1997  of  S3.07bn.  almost 
equally  divided  between  US 
and  international  business. 
The  new  ACE  business  will 
derive  50.6  per  cent  of  its  reve- 
nues from  north  America,  with 
19.5  per  cent  from  Europe  and 
U-2  per  cent  from  Japan. 

.-  Eric  Simpson,  vice-president 
of  property  and  casualty  insur- 


ance at  AM  Best,  the  rating 
agency,  said  the  deal  was  in 
line  with  the  strategic  direc- 
tions of  both  companies. 

The  discussions  between 
ACE  and  Cigna  became  public 
three  weeks  ago,  and  neither 
company's  share  price  moved 
much  on  yesterday's  news, 
with  Cigna  edging  up  by  $'/«  in 
early  trading  at  S83V4.  while 
ACE  gained  4 per  cent,  up  $l£ 
at  334 Y<.  The  price,  which  val- 
ued the  block  of  Cigna  busi- 
nesses at  1.4  times  their  book 
value,  was  a little  ahead  of 
some  estimates. 


Arjo  Wiggins  chief  departs  in  reorganisation 

Anglo-French  paper  group  in  shake-up  along  product  lines 


By  Vtr^nia  Marsh 


Arjo  Wiggins  Appleton 
yesterday  parted  with  its  chid 
executive  and  announced  a 
shake-up  of  its  businesses  in 
moves  seen  as  a prelude  to  a 
possible  break-up  of  the  under- 
performing  Anglo-French 
paper  group. 

Arjo  said  it  was  reorganising 
itself  along  product  rather 
than  regional  lines  and  that 
the  chief  executives  of  its 
three  new  divisions  would  he 
given  a lot  of  autonomy.  This 
meant  it  no  longer  required  a 
group  chief  executive. 


Ken  Minton,  who  becomes 
an  executive  chairman,  said 
Philippe  Beylier,  62,  chief  exec- 
utive since  1997,  had  left  with 
immediate  effect. 

. Mr  Minton  denied  there 
“was  a need  for  anyone  in  the 
market  to  make  a tad  for  any 
of  our  businesses".  He  said  the 
reorganised  group  was  capable 
of  improving  performances 
itself.  But,  he  added:  “The  new 
structure  and  our  new  esprit 
make  taking  opportunities 
easier.  This  could  mean  invest- 


ing more  in  some  businesses 
or  floating  parts  of  the  group 
or  mergers.” 

He  suggested  that  speciality 
and  fine  papers  was  the  busi- 
ness mod:  likely  to  be  retained. 
The  group  aimed  to  build  up  a 
global  presence  for  its  mer- 
chanting  arm,  which  is  mainly 
European-based,  and  to  obtain 
a better  operational  perfor- 
mance from  its  carbonless  and 
thermal  paper  business,  before 
their  possible  disposal. 

The  shares  - which  have 


underperformed  the  UK  mar- 
ket by  nearly  80  per  cent  since 
the  group’s  formation  in  1991  - 
rose  5Mtp  to  115p,  down  from  a 
high  of  3l5p  In  mid-1994. 

Analysts,  who  believe  the 
group’s  break  up  value  is  well 
in  excess  of  its  market  valua- 
tion, welcomed  the  news  but 
were  cautious  given  Aijo’s  his- 
tory of  repeated  management 
upheavals  and  restructuring 
programmes. 

There  was  also  some  con- 
cern at  the  departure  of  the 


well-regarded  Mr  Beylier,  who 
leaves  with  a £830,000  pay-off 
Under  Mr  Beylier,  the  group  - 
formed  by  the  merger  of  Wig- 
gins Teape  Appleton,  an 
Anglo-American  business,  and 
Aijomari-Prioux  of  France  - 
has  cut  costs  by  £50m  ($84m)  a 
year  as  part  of  a £i20m 
shake-up  plan  announced  In 
1995. 

ABN  Amro  left  its  1998  fore- 
cast unchanged  at  £208m 

(£2i6m). 

Observer,  Page  11 
Lex,  Page  12 

Aijo  tries  origami  dose,  Page  18 


Utilities’ 
US  deals 
worry  UK 
investors 


By  Jane  Martinson  and 
Andrew  Taylor 


UK  institutional  investors 
have  voiced  concerns  about 
British  utilities’  moves  to  buy 
utilities  in  the  US. 

Complaints  about  the  trend 
come  a month  after  Scottish- 
Power  became  the  first  non-US 
company  to  enter  the  $230ira 
US  electricity  market  with  its 
$7bn  bid  for  Pacts Corp.  This 
announcement  was  quickly  fol- 
lowed by  National  Grid's  S3bn 
agreed  bid  for  New  England 
Electric  System. 

Several  large  UK  Investors, 
which  declined  to  be  Identi- 
fied, yesterday  expressed  wor- 
ries about  the  premiums  being 
paid  for  the  US  companies  and 
the  potential  to  lose  money  as 
US  regulators  claw  back  any 
merger  cost  savings.  “The 
logic  of  these  deals  is  not  all 
that  obvious,  not  like  intra-UK 
deals  where  there  are  potential 
synergies.”  said  one. 

Another  large  investor  In 
ScottishPower  said:  “This  has 
all  the  signs  of  US  deals  which 
have  gone  wrong  In  the  past 
Let's  hope  it's  not  another  Pre- 
mier Faroe  11  [a  reference  to 
the  UK  company  that  came  to 
grief  over  a US  acquisition].” 

While  they  did  not  say  they 
would  vote  against  the  deals, 
several  investors  stressed  that 
they  were  concerned  about 
what  could  become  a “fashion” 
to  buy  into  the  US  market, 
which  many  fear  is  overval- 
ued. “Utilities  tend  to  act  in  a 
herd-like  way  and  lots  of  them 
now  seem  to  be  looking  in  the 
US,”  said  one. 

Advisers  to  ScottishPower 
blamed  some  of  the  uncer- 
tainty on  the  ground-breaking 
nature  of  the  deal  and  the  time 
needed  to  gain  regulatory 
approval.  Utilities  have  also 
been  reluctant  to  detail  poten- 
tial savings  for  fear  of  tipping 
off  local  electricity  industry 
regulators,  which  may  want  to 
daw  back  the  benefits  for  cus- 
tomers. 

Following  a whirlwind 
round  of  shareholder  meetings 
last  month  ScottishPower  has 
virtually  fallen  silent  before 
publishing  offer  documents  hi 
early  March.  National  Grid  has 
also  been  reluctant  to  discuss 
the  scale  and  nature  of  poten- 
tial cost  savings. 

The  Oregon  Public  Utility 
Commission,  one  of  five  state 
that  will  need  to  approve  the 
acquisition,  wants  some  of  the 
benefits  of  ScottishPower’s 
takeover  to  be  shared  with  US 
customers. 


BARRY  RILEY 


Short-lived  europhoria 


A more  cautious  mood  has 
followed  the  first 
happy-go-lucky  week  for  the 
eurozone’s  stock  markets, 
when  the  FTSE  Eurobloc  100 
Index  raced  up  by  7 per  cent 
Yesterday  the  main  bourses 
fell  between  l and  2 per  cent  - 

Yesterday  also  brought 
confirmation  that  Germany 
last  year  achieved  its  biggest 
annual  trade  surplus  since 
1989.  Ominously,  too. 
Germany’s  unemployment  rate 
has  begun  to  rise  again.  After . 
recent  so-called  europhoria,  is 
there  a threat  of  a return  to 
the  eurosclerosis  Germany 
especially  suffered  from  before 
the  expensive  boost  from 
unification  In  the  early  1990s? 

For  the  time  being,  though, 
the  European  stock  markets  ~ 
are  dominated  by  the  twin 
restructuring  themes: 
institutional  Investors  are 
revamping  their  portfolios  in 
accordance  with  Europe-wide, 
rather  than  country-based, 
benchmarks;  and  the  corporate 
sector  is  rationalising  across 
borders,  with  Fiat  and  Volvo 
being  the  latest  to  feed  the 
rumour-mill. 

significant  sums  are  being 
raised  by  mutual  funds  in 
Europe  and  the  US  to  exploit 
the  fashionable  eurozone 
thprne-  This  is  bringing  new 
money  into  the  markets -and  is 

farther  fuelling  (tenand  for 

the  large  capitalisation 
leaders.  The  Eurotop  100 
outperformed  the  Eurotop  300 
by  nearly  1 per  cent  last  week. 
The  leaders  provide  the  easiest 
and  quickest  route  to  the  new 
benchmarks,  especially  for 


non-European  Investors 
unfamiliar  with  the  acme. 

But  there  are  some 
party-powers  around. 
Economic  forecasts  are 
generally  being  marked 
sharply  lower  In  the  face  of 
Europe's  developing  exports 
crisis.  Not  so  long  ago  there 
was  heady  talk  of  3 per  cent 

growth,  after  perhaps  28  per 
cent  In  1998,  but  the 
eurozone’s  economy  seems  to 
be  hitting  the  buffers  this 
quarter.  It  may  accelerate  later 
In  the  year,  helped  by  Interest 
rates  which  appear  certain  to 
fall  significantly  below  8 per 
cent  Or  will  ft? 

In  its  January  monthly 
International  review,  Lombard 
Street  Research  castigates 
euroland’s  mix  of  fiscal  and 
monetary  policies  as  “absurdly 
deflationary**-  Growth  in  1999 
will  be  no  more  than  lVi  per 

cent  and  prospects  will  be 

crippled,  says  the 
London-based  economics 
consultancy,  unless  the  3 per 
cent  Maastricht  budget  deficit 
ceding,  which  Germany, 

France  and  Italy  will  anyhow 
have  trouble  meeting  this 
year,  fa  suspended. 

We  can  safely  bet  that  the 
predictable  honeymoon  period 
for  the  euro  will  be  quickly 
followed  by  a more  turbulent 
phaup  as  euroland's  centre-left 
politicians  are  driven  by  a 
renewed  rise  in  unemployment 
(from  a "low”  point  of  108  per 
cent  on  average)  to  seek  a 
confrontation  with  the 
bureaucrats  of  the  European 

Central  Certainly. 
European  governments  cannot 


willingly  accept  significant 
gains  by  the  euro  against  the 
dollar. 

Against  this  economic 
background,  double-digit 
consensus  earnings  growth 
expectations  for  eurozone 
companies  will  have  to  be 
downgraded.  With  consumer 
price  inflation  below  1 per  cent 
(and  manufacturing  now  being 
hit  by  deflation}  pricing  power 
is  being  eliminated.  And 
although  the  restructuring 
theme  remains  potentially 
powerful,  it  is  unlikely  that 
cost-cutting  (that  is, 
job-destroying)  mergers  will  be 
tolerated  by  the  euro-ll 
governments,  given  their 
unemployment  problems,  as 
readily  as  in  the  US  or  the  UK, 
where  the  jobless  rate  are  less 
than  half  as  high. 

Nevertheless,  it  would  be 
wrong  to  be  bearish  about 
European  equities  (barring 
another  International  crisis  of 
the  kind  that  crippled  the 
Continent's  bourses  last 
summer).  Euro  interest  rates 
are  heading  lower  to  2%  per 
cent  according  to  Credit  Suisse 
First  Boston,  and  to  2%  per 
cent  according  to  J.  P.  Morgan, 
and  Goldman  Sachs.  The 
securities  markets  will  benefit 
from  a looser  monetary  policy. 
The  only  problem,  perhaps,  is 
that  Europe  is  short  of  the 
kind  of  technology  hot  stocks 
that  have  given  Wall  Street’s 
bulls  something  to  chase  after. 

The  eurozone’s  bourses  can 
still  make  progress.  But  they 
will  be  advancing  into 
increasingly  dangerous 
territory. 
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Who  chose  an 
enterprising 
partner  for 
growth  in  '98? 

Some  oJ  the 
most  dynamic 
entrepreneurs  m: 
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IT 

Media 

Telecoms 

Healthcare 

Speciality  Retailing 


We  partnered  Eyretel  and  Crisp  end  achieved  the  largest 
erer  venture-backed  ZPO  in  the  UK,  Compotacenter. 

Our  international  media  team  achieved  further  major  success 
with  Future  Publishing’  and  Ginger  Media  Group. 

We  invested  in  Highway  One,  Germany^  Teles  and 
TelDaFax  were  floated  and  a bid  was  received  for  Esprit. 

We’re  developing  leadership  positions  for  Whireeross 
Dental  Chain  and  Lexicon  Genetics  in  the  USA  and  we  have 
made  earJjr  stage  investments  in  W3 ex  in  Germany  and 
Kannei  Medical  in  Israel. 

Following  on  from  the  leveraged  retap  of  Morgan  Fashion 
in  France,  are  co-led  the  largest  private  equity  buy-out  in 
Germany,  that  of  Tank  & Rase. 

During  *98,  our  UK  funds  invested  in  transactions  valued  at 
over  £12bilIion  in  19  leading  edge,  high  growth  businesses, 
from  start- ops  to  buy-outs.  And  we  floated  5 companies 
ran  Europe^  leading  stock  markets,  achieving  a combined 
value  of  around  £3  baTHon. 
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Toyota  to  lose  Okuda  to  business  forum 


By  Alexandra  Harney  in  Tokyo  industry  into  uncertainty. 

— Although  Mr  Okuda  has 

The  Japanese  car  industry  ' accepted  the  post  at  the  bust- 
was  in  turmoil  yesterday  fol-  ness  group,  also  known  as 


lowing  the  nomination  of 
Hiroshi  Okuda,  president  of 
Toyota  Motor,  to  head  the 
Nikkeiren,  a prominent 
group  of  business  leaders. 

The  appointment  means 
Mr  Okuda  is  likely  to  resign 
his  post  at  the  country’s 
number  one  carmaker  at  a 
time  when  the  Japanese 
recession  and  global  consoli- 
dation have  plunged  the 


industry  into  uncertainty,  to  vote  in  Mr  Okuda  as 
Although  Mr  Okuda  has  chairman  in  May. 
accepted  the  post  at  the  bust-  It  is  believed  that  Sho- 
ness  group,  also  known  as  ichirO  Toyoda,  Toyota’s  73 
the  Japan  Federation  of  year-old  chairman,  Fujio 


Employers’  Association,  he 
has  not  yet  named  a succes- 
sor nor  indicated  his  next 
move  within  the  company. 

Toyota  said  that  a decision 
about  the  next  president 
would  probably  be  made  by 
June,  when  the  company 
holds  its  annual  sharehold- 
ers meeting.  Nikkeiren  mem- 
bers are  expected  officially 


Cho,  executive  vice  presi- 
dent in  charge  of  corporate 


about  a management  strug- 
gle at  Toyota,  which  has 
widened  the  gap  with  other 
Japanese  companies  with 
record  profits  in  recent 
years. 

Toyota  has  steadily 


strategy,  information  increased  overseas  sales  in 
systems  and  equipment,  and  each  of  the  three  years  since 


Iwao  Okfjima,  the  executive 
vice  president  who  overseas 
accounts  and  personnel,  are 
among  the  leading  candi- 
dates for  the  job. 

The  sudden  appointment 
has  ignited  speculation 


Mr  Okuda  was  appointed 
president  and  chief  execu- 
tive officer.  It  now  accounts 
for  45  per  cent  of  car  sales  in 
the  US. 

At  the  same  time,  Mr 
Okuda  led  the  company  to 


make  strategic,  if  controver- 
sial, investments  in  biotech- 
nology and  finance,  and  to 
ta>o  the  unusual  step  of  ref- 
using Saknra  Bank’s  request 
for  capital  last  year. 

In  the  first  half  of  this 
year,  it  reported  record  high 
operating  income  of 
Y286.8btt  (H62bn),  a 0.6  per 
cent  improvement  on  the 
same  period  the  year  before, 
although  the  downturn  in 
Asia  and  Japan  drove  pre- 
tax profits  down  11.1  per 
cent  to  Y28&6bn. 


Analysts  said  Mr  Toyoda  - 
himself  a former  chairman 
of  Keidanran,  the  Japan  Fed- 
eration of  Economic  Organi- 
sations , the  other  influential 
business  lobby  - appeared 
the  most  likely  candidate  to 
succeed  Mr  Okuda.  He 
enjoys  the  critically  impor- 
tant base  of  political  and 
industry  contacts  and  has 
worked  for  the  carmaker  for 
nearly  50  years,  gathering 
experience  in  both  market- 
ing and  manufacturing  tech- 
nology. ■ I 


Sharp  seeks  to 
combat  yen  rise 
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By  Alexandra  Harney 


Japanese  carmakers  mum  on  mergers 

Silence  raises  questions  over  implications  of  tie-ups  for  ‘big  five’,  says  Alexandra  Harney 

Merger  mania  may  have  that  DaimlerBenz  aimed  to  December,  and  the  company  ber  it  expected  Y30bn  ii 
hit  the  global  automo-  acquire  the  engine  and  truck  continued  to  crush  such  after-tax  losses  in  the  yea) 
five  Industry  but  in  maker,  the  Jauanese  com-  speculation  as  rumours  dr-  ending  this  March,  the  sixtt 


Merger  mania  may  have 
hit  the  global  automo- 
tive industry  but  in 
Japan  it  has  hardly  regis- 
tered as  a ripple.  While 
reports  emerged  nearly 
every  day  last  week  that 
leading  car  makers  - Nissan. 
Honda  and  Mitsubishi  - arc 
in  alliance  negotiations  with 
European  and  US  partners, 
executives  and  public  rela- 
tions departments  in  Tokyo 
seem  to  have  been  struck  by 
a collective  case  of  laryngi- 
tis. 

The  silence  underscores 
the  importance  of  the  alli- 
ances to  the  Japanese  car- 
makers  amid  the  industry’s 
deepest  slump  in  decades. 
The  mergers  represent  per- 
haps the  easiest  way  to  put 
companies  back  on  the  road 
to  recovery  by  clearing  bal- 
ance sheets  of  heavy  debt 
and  lossmaking  operations. 

As  truck  sales  tumbled  to 
their  lowest  levels  in 
decades  in  July  1996,  Nissan 
Diesel,  the  troubled  truck 
and  engine  manufacturer, 
said  it  bad  agreed  to  develop 
light  trucks  with  Daimler- 
Benz.  the  newly  merged  Ger- 
man-US  auto  group. 

But  as  reports  emerged 
over  the  following  months 


that  DaimlerBenz  aimed  to 
acquire  the  engine  and  truck 
maker,  the  Japanese  corn- 
party  kept  to  a strict  no-com- 
ment policy. 

Nissan  has  been  equally 
laconic  about  reports  of  alli- 
ance talks  with  Renault,  the 
French  carmaker,  Daimler- 
Chrysler  and  Ford. 

Mitsubishi  Motors,  the 
country's  number  three  car 
and  truck  group,  has  also 
been  evasive.  Katsuhiko 
Kawasoe,  Mitsubishi  presi- 
dent. told  foreign  reporters 


December,  and  the  company 
continued  to  crush  such 
speculation  as  rumours  cir- 
culated about  a Honda-Ford 
tie-up  last  week. 

Toyota  has  also  stated  its 
plans  to  go  it  alone  for  the 
time  being,  after  increasing 
its  share  in  Daihatsu,  the 
mini  car  manufacturer 
recently. 

Ford  already  owns  33.3  per 
cent  of  Mazda  Motor,  hut  it 
has  not  expressed  any  inten- 
tion of  raising  its  stake  for 
now.  The  company  has  also 


last  year  that  "our  basic  denied  any  plans  to  buy 
position  is  to  consider  In  a Honda. 


positive  light  any  tie-up  pro- 
posal which  brings  mutual 
benefits  to  the  partners  in 
their  respective  regions  and 
territories". 

In  fairness,  he  jokingly 
said  at  a recent  industry 
gathering  that  he  had  been 
carrying  around  a “buying 
list”  of  parts  of  the  business 
he  would  like  to  sell. 

By  contrast,  the  other 
merger  candidates  in  the  big 
five  have  been  clear  about 
their  intentions.  Hiroyuki 
Yashina,  chief  executive  offi- 
cer of  Honda  Motor,  the  car 
and  motorcycle  group, 
denied  he  intended  to  link 
up  with  another  group  last 


General  Motors,  which 
last  year  increased  its 
equity  in  Suzuki  to  10 
per  cent,  has  said  it  would 
not  be  averse  to  raising  that 
share  further. 

The  silence  has  fed  suspi- 
cions about  carmakers' 
financial  Instability  at  a time 
when  the  country's  recession 
and  the  collapse  of  domestic 
car  sales  to  their  lowest  lev- 
els in  more  than  two  decades 
have  sent  profits  tumbling, 
and  raised  questions  about 
the  implications  of  tie-ups 
for  the  big  five.  Concerns  are 
especially  acute  about  Nis- 
san. which  said  last  Novem- 


ber it  expected  Y30bn  In 
after-tax  losses  in  the  year 
ending  thh  March,  the  sixth 
year  out  of  seven  it  has  been 
in  the  red. 

Following  the  downgrade 
of  its  debt  last  August  by 
Moody’s,  the  US  credit  rat- 
ing agency,  to  Baa3,  just 
above  junk-bond  status,  the 
group  was  forced  to  recon- 
sider its  borrowing  practices, 
according  to  company  execu- 
tives. 

But  analysts  point  out  that 
the  silence  may  prove  a suc- 
cessful strategy  during  a 
shaky  time  for  the  industry: 
Japan’s  car  companies  can 
ill  afford  further  declines  in 
share  prices,  and  their  weak 
finances  give  them  little 
leverage  with  the  likes  or 
DaimlerChrysler,  Ford,  and 
GM. 

"The  potential  impact  [of 
the  mergers]  is  so  big  that 
the  companies  can't  really 
say  anything,’’  says  Chikao 
Masuzawa,  industry  analyst 
at  ING  Barings  in  Tokyo. 

Shares  m carmakers 
climbed  over  the  past  few 
days  amid  hopes  that  merg- 
ers would  lead  to  a recovery 
in  companies’  sagging  earn- 
ings and  accelerate  restruct- 
uring efforts. 


Sharp  is  considering  shifting 

production  overseas  and  pro- 
curing more  ports  from 
south-east  Asa  in  order  to 
offset  the  effect  of  the  recent 
strengthening  of  the  yen 
against  the  dollar. 

The  electronics  manufac- 
turer, like  other  Japanese 
exporters,  is  facing  the  possi- 
bility of  weakerthanrexpec- 
ted  sales  volumes  as  its 
products  become  more 
expensive  in  overseas  mar- 
kets as  a result  of  tfie  yen  s 
rise.  . . ,1  „ 


bat  the  negative  effect  of  ffie 
rise  in  the  yen.  he  said.  The 
company,  which  specialises 
in  LCD  products  and  house- 
hold and  consumer  electron- 
ics manufactures  nearly 
40  per  cent  of  its  products 


iot.l 


overseas.  . 

Mr  Machida  also  outlined 
a new  management  strategy, 
including  shortening  produc- 
tion cycles  and  improving 
investor  relations. 

The  comments  came  after 
a devastating  first  half, 
when  the  collapse  in  Japa- 
nese domestic  demand  and 
the  sharp  decline  in  prices  in 
the  international  semicon- 
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„mranv  which  V1^  the  international  senmxm- 

nJ^SS^nearly  5*T pS  ductor  market  sent  parent 
°“  thaTi  .operating  profits  plmmnet- 

SSreftoYlOsMT  93-5  per  cent,  from 


the  surge  of  the  yen  to  Y106 

against  the  dollar  this 
had  forced  it  to  revaluate  its 
manufacturing  strategy.  But 
Katsuhiko  Machida,  presi- 
dent, insisted  that  the 
impact  of  the  currency 
movements  would  not  affect 
pai-pings  enough  to  necessi- 
tate a downward  revision. 

**We  are  discussing  various 
measures  [to  offset  the 
impact  of  the  yen’s 
rise] . - - and  within  this 
debate,  we  have  started  to 
discuss  the  possibility  of 
moving  manufacturing  over- 
seas,” said  Mr  Machida. 

Sharp  was  also  consider- 
ing using  more  parts  from 
Asian  countries  and  raising 
prices  on  liquid  crystal  dis- 
play (LCD)  products  to  com- 


YS0.72bn  to  Y154bn  ($12m). 

Sale-  ‘ -’Ipped  4.6  per  cent  to 
Y843ici*n..  In  the  full  year, 
the  group  J«*u ‘icipates  non- 
consol  idated  operating 

incomes  will  tumble  77* 
cent  to  Y5bn. 

Sharp  was  keen  to  point 
out  that  the  company  was 
continuing  to  invest  in 
research  on  new  technology, 
particularly  in  LCD  prod- 
ucts. in  spite  of  the  recent 
slowdown.  Although  domes- 
tic and  overseas  sales  were 
expected  to  contract  in  every 
division  this  year,  Mr  Mach- 
ida expected  8.8  per  cent 
growth  in  global  demand  for 
semiconductors  and  nearly  a 
20  per  cent  increase  in 
demand  for  LCD  products.  , 
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Katsuhiko  Kawasoee  carried  a 1st  of  ports  he  wanted  to  sefl 


Despite  the  companies’ 
repeated  denial  of  plans  for  a 
merger.  Nissan  advanced  Y5, 
or  L3  per  cent,  or  Y20,  to 
Y388  yesterday.  In  its  sixth 
consecutive  day  of  gains. 

In  contrast,  Honda  dosed 
unchanged  at  Y3.720,  and 
Toyota,  which  has  swung 
wildly  over  the  past  weeks, 
dosed  yesterday  down  Y15 
at  Y2.755. 


. But  with  Jurgen  Schrempp 
and  Richard  Eaton,  the 
DaimlerChrysler  co-chair- 
men. arriving  in  Tokyo  next 
week,  the  silence  Is  likely  to 
he  broken.  For  the  moment, 
at  least,  the  companies' 
strategies  seem  to  have  put 
off  the  difficult  debate  about 


Sing  Tao  Holdings 
shares  suspended 


By  Louise  Incas  in  Hong  Kong 


Shares  in  Sing  Tao  Holdings 
were  suspended  yesterday 


how  courtship  and  mar-  pending  details  of  bank- 
riages  will  change  the  shape  ruptcy  petitions  filed  last 


of  the  Japanese  car  industry. 


Kobe  Steel  restructures  semiconductor  operations 


week  against  Sally  Aw. 
chairman  of  the  Hong  KOUg 


By  Alexandra  Harney 


Kobe  Steel  is  transferring 
marketing  of  semiconductor 
products  to  an  affiliated 
group,  completing  the  Japa- 
nese steel  group’s  effort  to 
move  its  chip  business  off 
the  parent  company’s  books. 

The  deal  is  port  of  Kobe’s 
continuing  attempt  to 
restructure  its  management 
operations  and  restore  its 


semiconductor  business, 
which  last  year  recorded 
sales  of  Y8bn  ($73m).  to  prof- 
itability. 

Kobe  will  move  the  mar- 
keting or  logic  derices  and 
memory  chips  to  Shlnsho.  a 
listed  trading  company 
37.4  per  cent  owned  by  Kobe 
Steel,  next  month.  At  the 
same  time,  production  will 
be  shifted  to  KTI  Semicon- 
ductor. a joint  venture  with 


Micron  Technology,  the  US 
chip  manufacturer,  as  part 
of  a deal  agreed  last  June. 

The  move  will  be  a boost 
for  Shins  bo.  which  has  been 
supplying  manufacturers  in 
the  US  and  Japan  with  chips 
made  by  Kobe  and  other 
groups  for  several  years.  It 
will  also  help  Kobe  limit  its 
losses  from  the  volatile 
memory  market.  The  com- 
pany said  it  expected  sales  of 


Micron  chips  alone  to  jump 
from  Y2bn  next  year  to 
YlObn  by  2001. 

Sbinsho  said  It  planned  to 
supply  dynamic  random 
access  memory  Integrated 
circuits  and  application-spe- 
cific products  to  Fujitsu. 
NEC  and  Sharp,  the  Japa- 
nese electronics  groups. 

The  collapse  in  chip  prices 
and  the  slowdown  in  steel 
demand  from  Japan  and 


Asia  as  a result  of  the  eco- 
nomic crisis  led  to  Y5bn  in 
first-half  parent  pre-tax 
losses  at  K6be  last  year  and 
to  another  Y5bn  in  pre-tax 
losses  at  the  twelve-month 
stage.  This  compares  with 
profits  of  Y25.2bn  the  previ- 
ous year. 

Analysts  welcomed  the 
restructuring  efforts  but  said 
tough  conditions  in  the  steel 
market  and  the  possibility  of 


a drop  in  semiconductor 
prices  would  mean  contin- 
ued losses  for  the  next  two 
years.  “Rather  than  looking 
at  increasing  sales,  they 
shnniri  really  be  looking  to 
putting  a stop  to  these 
losses,"  said  Kenichlro  Yosh- 
iria,  steel  analyst  at  Salomon 
Broth  as  in  Tokyo. 

Shares  in  Kobe  advanced 
Y2  to  Y82,  and  Sbinsho  fell 
back  Yl  to  dose  at  Y150. 


investment  and  publishing 
company. 

The  petitions  were  filed 
after  Miss  Aw  failed  to  repay 
at  least  HK*2343m  (US$38m) 
claimed  in  a writ  by  Ho 
Ying-chie,  chief  executive  of 
Bong  Kong  Tobacco.  Sing 
Tao  previously  said  that,  the 
petitions  were  invalid,  but 
did  not  elaborate. 

Investors  in  Sing  Tao  are 
concerned  at  the  impact  a 
possible  bankruptcy  would 
have  on  the  sale  of  the  com- 
pany. which  is  under  way. 

Attempts  to  find  a buyer 
have  collapsed,  but  last 


month  China  Enterprise 
Development  Fund  (CEDF), 
a Dublin-listed  fund  whose 
investors  Include  Fidelity 
Far  East  Fund  and  Univer- 
sity of  Richmond,  agreed  to 
pay  HK?115.8m  for  a 
23  per  cent  stake  in  the  com- 


pany. 

Sing  Tao  has  said  there 
would  be  no  adverse  impact 
on  the  company,  but 
shareholders  have  sold  down 
Sing  Tao  and  analysts 
question  whether  China 
Enterprise  Development 
Fund  will  still  find  the 
HKS1.20  a share  price  tag 
attractive. 

The  sale  is  not  conclusive: 
regulations  governing  CEDF 
might  prevent  it  from  taking 
the  agreed  23  per  cent  stake, 
instead  taking  half  as  much 
and  finding  a new  partner 
for  the  balance. 


-i t in  jt'. 

rzzzmg 

''  < . i*i*Vw 

-T : 


' fe-ups  the  way 


; -M 


W essanen 


AETNA  MASTER  FUND 

Sod&t  dtaw— 1— nwntACiptol  VhW4« 
Registered  Offca:  21  wsnua  da  la  Ub«it4.  L-1931  Lunmbourg 
RC.  LuxamtXM*g  B 32  557 


We  are  pleased  to  announce  the  election 
of  the  following  officers 


amt# 


KonlnM|pM  Whiimd  « 

(fomwrty  Konlnkfi)k«  BobltawnM  nv) 

WiBi  reference  (a  the  amendment  to  the  Articles  of  Association 
whcfiBia  General  Uoe ting  of  SharehokJ ora  of  Oecomber  2. 1998 
molvod  to  imptonient.  and  which  wok  effort  on  Dwarnbar  14. 
T998.  the  underagnod  haetqr  announca  dial  ttw  compony's  noma 
has  bmn  changed  to  KontnUijko  Wauanan  nv 


SECOND  CONVENING  NOTICE 


FaffcMiing  (he  Extraordinary  General  Meeting  held  on  28  December  1908  at  »Nch  no  quotum  was  achieved, 
tho  shaicholdeis  ol  the  Aetna  Master  Fuid  are  hereby  conramd  to  ettand  a saoond 


EXTRAORDINARY  GENERAL  MEETING 


to  be  held  on  29  Jxuay  !999  at  n.30  ajn.  ai  Ihe  otSces  ol  Atenlaen  Invwamant  S«vtees3A,21  Avenue 
de  la  Lttratt.  L-1931  Luxembaug,  with  (he  Mowing  AGSJDA: 


m connection  with  the  name  chonoa.  the  deposit**  receipts  tor 
aheres  in  Komnkbjke  BotsWessanen  nv,  the  CF  end  K certificates 
Ithe  tenet  ones  accompanied  by  dnrtdend  coupons  nos.  17 
unseat  end  the  tatons)  must  bo  surrendered  to  N.V 
Noctatandech  hommetraUe-  en  Trustkontoar,  atH«wgncM420. 
131 7 62  AmUerdam,  the  NeBMKtends.  weti  edecl  tram  January 
33. 1 998  n order  for  them  hi  be  stamped  so  as  to  ewdoneo  the 


1)  To  epptuvewrdcaWy  the  merger  propoBfiipubashedhtfwM6mor1al.REC«JItteaSoci6t6s  el  Aseodfldcns 
h LuxenXxxxg  and  deposited  with  the  Chancery  of  Vie  District  Court  in  Luombcup  flhe  ‘Merger 
PtoposaTJ; 

2)  To  approve: 

a)  the  merger  at  the  AMF  wiih  ABERCE&J  GLOBAL  tomerty  Wxmn  as  The  Aetna  rtemaflona)  Utribrete 
Fund  (■ Aberdeen  GtobaT).  a Lueenboug  Soddtd  efinve^tesement  k Captei  Vartatte  wWi  Its  reglsterod 
office  at  2t  Averue  dc  ta  Ltertd,  L-1931  Luxembourg  by  COrtributJng: 


Frank  M.  Brochin 
Roberto  Italia 
Jonathan  Kane 
Rosanne  Zimmerman 

Vice  President 


* *&*:*mt  ml  '.. 
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. ... 


Dolores  M.  Paolicelii-Gad 

Assistant  Vice  President 


dMEhBad 


The  AEk-EffedcnPciun  nv  lAmstenlam  Stock  Erdunooi  nave 
been  asked  to  unarm*  tar  tho  securities  to  be  totod  under  tho  now 
name  n bom  Januan  30. 1999. 


To  prevent  foe  hoidom  oi  depositary  receipts  from  being  charged 
eny  commtssion  on  tho  stanrpi,  the  AEX-EftactnHbeutl  ov 


AMF  Austrian  National  EcfjTy  Raid 

AMF  Atdrafosian  Natiorui  Equty  Fund 

AMF  BekjiarvtiDcefTiboug  MaOortal  Equity  Fend 

AMF  Dutch  Mstanal  Ecyiaty  Fund 

AMF  French  National  Equity  Fund 

AMF  amn  National  EquBy  Fimd 

AMF  Hang  Kong  Naftcrta)  Ecjrity  Find 

AMF  IfoSarc  Kadanai  Eqsty  Fund 

AMF  Japanese  National  EqUty  Rsvf 

AMF  Spanish  Notarial  Equty  Fund 

AMF  thud  Kngdom  Nadonai  Equity  Find 

AMF  United  SiaUrs  DoBar  Reserve  Fund 


Aberdeen  GtoboJ  Europeoi  Equty  Find 
Aberdeen  GJobd  Australatian  EquSy  Rnl 
Aberdeen  Global  European  EcjJty  Fmd 
Aberdeen  Global  Dutch  Equty  Rnd 
Aberdeen  Global  French  Equity  ftmd 
Aberdeen  Global  German  Equity  Raid 
Aberdeen  Global  Asian  Equty  ftjnd 
Aberdeen  Global  tefiar  Equty  Raid 
Aberdeen  Global  Japamsa  Equity  fijnd 
Aberdeen  Global  European  Equity  Find 
Aberdeen  Gfotef  UK  Bofjcy  Find 
Aberdam  Globel  US  Dotar  Reserve  Fund 


E-M.  WARBURG,  P1NGUS  & CO.,  LLC 


’ * **« 


Sean  D.  Carney 
Jonathan  S.  Leff 
David  Wenstrup 
RaviR  Yadav 
Vice  President 


■ - ;>  v-.-A 


hcensed  institutions  mfl  bo  mmHuraed  the  commission  foe 


charged  up  to  FebnmiyZS.  1999  in  accordance!  with  circular  no 
SO-5C  The  foe  comes  to  NLGiJS  per  security  regardless  of  IB 
denofmneuon.  plus  notJicKior  charges 
AcOTi/itt%**  Wmanm  nv. 

She  Ming  AcMumsfrefnAontoor  van  nendefon 
RprmJtl^ke  Wassanen.  Amtianiam.  January  13.  7999 


b)  the  report  of  tho  directors  of  AhF  ti  refolion  to  the  Merger  Proposal:  and 

c)  Vie  ojcU  reports  presorted  by  Article  266  of  the  Luxembourg  law  on  commeretefl  conydae. 

d)  to  acccpfV»is3jewdhauf  charge  of  mastered  shares  {Class  A-2  and  Ctass  B-2)m»wut  par  value  of 
Aberdeen  Gtotal  (tho  'Now  Siarast)  in  oxdnnge  for  foe  contribution  of  dt  assets  end  fiabBios  of  AMF 
on  tho  bass  of  Vie  shareholders  register  on  29  Jmuary  1999  or  such  later  date  as  may  be  tie  eBeeftre 
<Ue  ol  the  merger  and  a ratio  of  exdig^e  corresponding  to  Bie  net  asset  value  per  share  of  he 
drares  of  Aberdeen  Global  on  foe  affective  day  as  compared  to  tie  net  asset  vlo  per  toare  of  Ihe 
diaes  of  AMF  on  the  effective  day  as  adlned  in  (a)  above. 

3)  Tolaksnore  that  as  a rea*  tri  thq  merger  AfcF  eholbe  wound  up  wttxxi  Sqtidadcn.  thal  ai  ib  former 

shares  shaB  bo  caioefcd  and  die  assets  and  teMBes  of  AAfstrafl  be  (teamed  lobe  transferred  to 

Aberdeen  Gtobsi  on  to  day  ol  to  merger,  as  determined  h the  Merger  PruposaL 

4)  To  admadodge  the  resJgnatkrolRaphAfpedoo,  FtederickC.  Copeland  Jw,  Patrick  Sun  Cheeng  Poon, 
Patrioa  LMcEachetn  and  David  W.  Evans  as  tflwrMOisof  AMF  wttieftact  torn  301h  November  1996  and 
to  ratify  tho  cooping  of  Mato  Gftert.  I^h  Young,  Bov  Hendry,  Graeme  Sicfafr  and  Peter  Names  as 
(firedors  of  AMF  wto  oflect  tom  30th  November  1936. 


WARBURG,  PINCUS  VENTURES,  LLC 


Adam  Barron 
Martin  Huth 

Vice  President 


-4 

».5log°w 


EJW.  WARBURG,  PINCUS  & CO.  INTERNATIONAL,  LTD 


Firurtclal  Times  Surveys 


Dcdslons  wiB  be  validfy  adapted  If  voted  h favor  by  a Mo-thfrds  m^grity  of  the  shame  pnsent  or 
represenred 


Northern  Ireland 


The  fofowhg  doaiments  are  wafebto  tor  Inspecticn  by  he  Shaehdders  of  AMF  and  coptes  ttiereaf  maf 
be  abtaned,  free  of  charge,  from  21  Averue  de  la  Lfoor^,  L-1931  Luumtaotxg; 


Thursday  April  1 


for  further  information  pleaso  contact: 
Charles  Blandford 
Tel:  +3S3  1 676  USA 
Fax:  4.353  1 676  2125 
email:  chasbSindljcu.re 


(il  the  led  ol  to  Merger  Proposal; 

W the  prospectus  of  Aberdaoi  Global  (only  a rofebte.  stosoquert  to  regjWny  approval  having  been 
recaved); 

(E)  the  aucSed  amual  Report  tnd  Accounts  of  AMF  at  31  Mach  1996. 1997  and  1998  aid  te  seml-wwsl 
accents  at  30  September  1998, 

(hr)  the  ajdrted  and  Report  and  Accmm  X 31  December  1995. 1996  an!  1997  tf  Aberdeen  GfabsL  fes 
sefrtofnual  accntrts  af  3DJuic  1996  and  an  interim  report  3l  30  September  1988; 

M Ihe  reports  d Ihe  iSrociora  id  AMF  md  olAbadaenGiobaJ;  an) 

{vi)  the  special  reports  of  KFMG  Audit 


RB3esh  Ehanna 
Daniel  C.  Li 

President 


E-M-  WARBURG,  PINCUS  & CO.  ASIA,  LTD. 


or  Tr»cey  EndacoH  in  London 
Ttl;  *44  171  873  4356 
Far:  *44  171  973  4862 
cmsil:  tracey.cndacott^FT.tom 


Furms  of  pracy  may  bo  obtained  from  aid  oompieted  praxtes  stould  bo  sent  to  Abatdaen  hvesbncnt 
Services  SA.  2t  Avcnjo  de  la  Ltoetto,  L-1931  Luxembourg,  for  to  atterXun  of  Mr  Homer.  Corrected 
proxies  sbotfdbgrocoived  a least  five  budnas3  days  pnor  to  to  date  of  to  DgraurttoaryMeetog. 
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COMPANIES  & FINANCE:  THE  AMERICAS 

jggjttVgLUBLE  THORNTON  AMD  QUIET  THAIN  VIEWED  AS  IDEAL  POST-IPO  PAIRING 

Opposites  attract  as  bank  enters  new  era 


By  Tracy  Corrigan  in  Nbw  York 

TJe  timing  of  the  elevation 
of  John  Thornton  and  John 
to  co-chief  operating 
officers  of  Goldman  Sachs  on 
Monday  - ahead  of  the 
firm’s  much-heralded  initial 
public  offering  - may  have 
come  as  something  of  a sur- 
prise  but  the  pairing  of  the 
two  bankers  to  lead  the 
investment  bank  in  a new 
era  as  a public  company  has 
been  carefully  prepared. 

Two  years  ago,  Mr  Thain 
was  sent  to  London,  where 
Mr  Thornton  was  already 
based,  and  the  two  were 
named  co-chief  executive 
Officers  of  Goldman’s  Euro- 
pean business. 

The  move,  dictated  by  Jon 
Corane  - until  yesterday  co- 
chairman  and  chief-execu- 
tive - was  widely  seen  as  a 
test  of  the  pair's  ability  to 


work  together,  as  Mr  Corane 
planned  for  his  succession. 
Though  some  in  the  firm 
predicted  fireworks,  the 
soft-spoken  Mr  Thain  and 
the  more  outspoken  Mr 
Thornton  worked  well 
together. 

The  45-year  old  Mr  Thorn- 
ton has  spent  much  of  his 
career  building  Goldman's 
business  outside  the  US.  He 
joined  Goldman's  mergers 
and  acquisitions  department 
in  New  York  in  1980.  In  1992 
he  started  building  the 
investment  banking  busi- 
ness In  Europe  and  two 
years  ago,  he  was  given  the 
job  of  rebuilding  the  Asian 
business,  which  had  been 
decimated  by  the  Arm’s 
retrenchment  in  1994.  But  he 
remained  based  in  London 
and  plans  to  stay  there  in 
his  new  role.  His  broad  expe- 
rience in  building  overseas 


Faces  fib  John  Thornton  (left)  and  Jofm  Thain  seem  to  gel 


businesses  for  the  firm  is 
somewhat  unusual 
“He  is  the  first  that  has 
made  it  to  the  most  senior 
ranks  of  the  Arm  having 


spent  most  of  his  career 
overseas,”  said  Alan  HUJi- 
ker,  an  executive  search  con- 
sultant at  Egon  Zehnder. 

Mr  Thornton  made  his 


Lucent  may  marry  after  long  engagement 

US  telecoms  group  aims  to  find  a suitable  partner  in  Ascend,  writes  Roger  Taylor 


name  in  Europe  with  the 
1991  defence  of  Imperial 
Chemical  indpctrfe?  against 
a bid  from  Hanson  but  has 
attracted  controversy,  most 
notably  over  hs  chairman- 
ship of  Laura  Ashley,  the 
troubled  UK  retailer. 

Mr  Thain  joined  Goldman 
Sachs  in  1979  in  the  corpo- 
rate finance  department  but 
moved  to  mortgage  securi- 
ties which  he  rose  to  head  in 
19S7.  He  became  a partner  in 
1988.  He  is  regarded,  as  a 
fierce  intellect  who  com- 
mands attention  in  a quiet 
way. 

Ironically,  the  two  men 
were  reluctant  to  see  the 
firm  abandon  130  years  of 
private  partnership,  a move 
close  to  the  heart  of  Mr 
Corzine. 

While  Hank  Paulson,  now 
chief  executive  officer,  kept 
his  opinion  on  the  move 


Lucent/ Ascend 

Share  prices  (5) 


quiet  ahead  of  the  June  vote 
on  the  issue,  both  Mr  Thain 
and  Mr  Thornton  expressed 
some  opposition. 

Mr  Thain,  according  to 
people  familiar  with  bis 
views,  was  reluctant  to  aban- 
don the  principle  of  partner- 
ship. Mr  Thornton,  on  the 
other  hand,  was  keen  that 
the  firm  should  examine  the 
option  of  merging  with 
another  substantial  finanrial 
services  institntion  before 
pursuing  the  IPO  path  sin- 

gle-mindedly.  The  other  dif- 
ference. people  say,  was  that 
Mr  Thornton  was  considera- 
bly more  vocal 

Mr  Thornton's  liking  for 
merger  options  could  now  be 
given  a second  look  but.  hav- 
ing bought  into  the  IPO  pro- 
cess last  summer,  the  new 
management  is  unlikely  to 
have  much  room  for  man- 
oeuvre. 


120 


Lucent  Technologies,  the 
leading  US  maker  of  tele- 
communications net- 
work equipment,  has  taken  a 
long  time  hammering  out  its 
offer  for  Ascend  Communi- 
cations. the  data  networking 
company. 

The  two  have  been  in  f»ikc 
for  months  and  a deal  has 
always  seemed  likely. 
Although  both  sides  deny  it, 
each  needs  the  other. 

Telecoms  companies, 
which  now  manage  increas- 
ingly large  amounts  of  com- 
puter data  as  well  as  tele- 
phone calls,  need  machines 
to  handle  both.  So  tradi- 
tional telecoms  equipment 
makers  have  had  rapidly  to 
buy  expertise  in  data  net- 
working. 

Last  year,  Nortel,  the 
Canadian  telecoms  equip- 
ment company,  bought  Bay 
Networks.  At  the  time, 
Lucent  was  exploring  a 
tie-up  with  Cisco  Systems, 
the  leading  data  networking 
company.  Since  that,  failed. 
Lucent  has  been  eyeing  the 
alternatives. 


Ascend  has  been  the  obvi- 
ous target  because  of  its 
focus  on  the  so-called  “car- 
rier class”  market  - big 
machines  used  to  drive  the 
networks  of  internet  service 
providers  and  telephone 
companies.  The  only  other 
large  Independent  US  data 
networking  firm,  3Com, 
focuses  on  equipment  for 
home  and  business  use. . 

Lucent  has  been  trying  to 
build  its  own  data-network- 
ing  business  in-house  with  a 
string  of  smaller  acquisi- 
tions. However,  it  does  not 
have  the  luxury  of  time.  The 
big  telephone  network  opera- 
tors are  deciding  on  their 
fizture  equipment  needs  now 
and  Lucent  must  show  it  can 
deliver. 

The  possibility  of  a deal 
last  autumn  was  stymied  by 
the  stock-market  weakness 
which  saw  both  companies’ 
shares  fell  sharply. 

Since  October.  Lucent's 
shares  have  soared  from 
about  $80  to  over  $109,  valu- 
ing it  at  about  $l50bn. 
Ascend  has  had  a rougher 


time.  Its  shares,  now  trading 
at  about  $76,  have  still  not 
managed  to  beat  their  high 
of$7TO  in  January  1997. 

If  Ascend’s  directors,  who 
met  yesterday,  and  its  share- 
holders decide  to  accept 
Lucent’s  offer.  Lucent’s 
problems  will  just  be 
starting.  The  reason  for  the 
failure  of  Cisco’s  talks  with 
Lucent,  and  one  of  the  most 
frequent  doubts  expressed 
about  Nortel's  acquisition  of 
Bay  Networks,  is  the  prob- 
lem of  integrating  the  entre- 
preneurial west-coast  busi- 
ness culture  of  the 
date-networking  companies 
into  much  larger,  more 
bureaucratic  telecoms  equip- 
ment makers. 


Li 


□cent  has  no  history  of 
successful  large  acquisi- 
.tions  in  its  two  years  as 
an  independent  company. 
Further  back,  when  Lucent 
was  part  of  AT&T,  the  pic- 
ture is  no  more  encouraging. 
Richard  McGinn,  Lucent 
chief  executive,  was  presi- 
dent of  AT&T's  computer 


arm  when  it  launched  its 
disastrous  purchase  of  NCR, 
the  computer  company. 

The  biggest  losers  from 
any  link-up  between  Ascend 
and  Lucent  are  Cisco, 
Lucent’s  biggest  competitor, 
and  the  European  trfpmmg 
equipment  companies  which 
have  yet  to  build  credible 
data  networking  businesses. 

Cisco  is  unlikely  to  make  a 
counter-bid  for  Ascend.  It 
has  little  to  gain  in  terms  of 
technology  and  has  said  its 
strategy  is  not  to  make 
defensive  acquisitions  but  to 
buy  new  technologies. 

The  depressed  share  price 
of  Alcatel  the  French  group, 
leaves  it  in  no  position  to 
counter-bid-  Siemens  of  Ger- 
many has  a link  with  New- 
bridge Networks,  the  Cana- 
dian data  networking  firm, 
which  could  lead  to  a full 
merger.  Ericsson  of  Sweden 
is  understood  to  be  looking 
at  a number  of  smaller  busi- 
nesses. And  after  Ascend 
and  Newbridge,  there  are  no 
big  ones  left. 

There  are  many  positive 
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aspects  to  the  link  between 
Ascend  and  Lucent.  They 
have  similar  technical 
visions  - combining  internet 
protocols  with  the  older 
ATM  systems.  They  have 
complementary  customers  - 
Ascend  is  strongest  among 
internet  service  providers 
and  the  newer  telephone 
companies,  while  Lucent’s 
strength  is  with  the  tradi- 
tional Bell  phone  companies. 

However,  if  the  deal  goes 
through,  the  real  challenge 
will  be  for  Mr  McGinn  to 
marry  the  two  companies  as 
well  as  his  engineers  are 
able  to  bring  together  the 
new  and  old  technologies. 


Tie-ups  the  way  for  hard-up  biotechs 


By  Victoria  Griffith  m Boston 


This  year  will  be  one  of  the 
toughest  ever  for  biotechnol- 
ogy companies  as'  financing 
becomes  extremely  tight  - a 
real  danger  for  corporations 
that  sometimes  struggle  to 
hand  out  pay-cheques  at  the 
end  of  the  month. 

“The  capita)  just  isn't 
there,  ” says  Peter  Femstem, 
chairman  of  biotech  consult- 
ing firm  Feinstein  Kean 
Partners.  “I  foresee  a height- 
ened failure  rate  in  the 
industry,  as  companies  get 
weeded  out” 

For  the  biotech  sector  1998 
was  a dismal  year.  Initial 
public  offerings  were  scarce, 
and  companies  that  put 
deals  together  saw  share 
their  prices  plummet  after 
coming  to  market.  At  the 
end  of  April,  Nanogen  raised 
$129m  at  $11  a share.  In  mid- 
December,  its  stock  price 
was  stuck  at  just  more  than 
$4,  up  from  a $3  low.  Ribo- 
Gene  came  to  the  market  in 


May  at  $7  per  share  hut  had 
dropped  to  about  $2'A  seven 
months  later. 

Such  fells  did  not  ingrati- 
ate the  industry  with  inves- 
tors and  in  the  second  half  of 
1998,  the  public  equity  win- 
dow closed.  “Of  even  more 
concern  than  the  lack  of 
equity  financing  was  the 
lack  of  interest  from  venture 
' capital  funds,  flush  with 
cash.'  which  held  back  on 
biotechnology,”  says  Anna 
Kazanchyan,  a healthcare 
analyst  at  Barmgton  Capital. 

Even  established  biotech 
companies  had  a hard  time 
raising  money.  Just  $450m 
was  raised  in  secondary 
offerings  during  the  first 
nine  months  of  1998.  com- 
pared with  $1.3bn  in  1997. 
With  analysts  predicting  this 
year  win  be  even  worse,  the 
sector  is  bracing  for  tough 
times.  “Capital  has  dried  up 
for  the  foreseeable  future,” 
says  Ms  Kazanchyan. 

Such  anti-biotech  senti- 
ment is  a long  way  from  the 
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industry's  heyday  in  the 
1980s.  In  1980,  an  IPO  by 
Genentech  sparked  a feeding 
frenzy.  Half  an  hour  after 
the  stock  was  floated  at  $35 
per  share,  the  price  shot  up 
to  $88. 

Investors  may  be  right  to 
feel  let  down.  As  late  as  the 
early  1990s,  many  investors 
believed  new  technology  - 
using  “designed"  molecules 


rather  than  the  old  trial -and- 
error  methods  - would 
replace  traditional  pharma- 
ceutical companies.  Yet  the 
path  to  market  has  proved 
longer  and  more  arduous 
than  anyone  had  antici- 
pated. - - 

In  reality,  the  industry  has 
yielded  few  lucrative  prod- 
ucts and  only  about  12  com- 
panies can  be  expected  to 
report  a profit  this  year. 

However,  disappointment 
in  the  sector  has  not  kept 
enthusiastic  scientists  from 
starting  new  ventures.  There 
are  more  than  350  biotech 
companies  in  the  US  and 
pruning  may  be  overdue. 
However,  for  those  that  sur- 
vive, financing  will  continue 
to  be  a problem. 

Some  will  die  a slow 
death.  A few  may  be 
snapped  up  by  larger  groups 
in  tbe  sector,  profit-makers 
like  Blogen,  Genzyme  and 
Chiron. 

Those  that  survive  will 
probably  look  to  the  pharma- 


ceutical industry  for  fund- 
ing. It  has  become  increas- 
ingly interested  in  joint  ven- 
tures with  biotech  to  gain 
access  to  new  technology  at 
relatively  low  cost 

"We  haven't  been  inter- 
ested in  acquisitions  because-* 
we  can  pick  tbe  best  prqjects- 
to  partner  with,  regardless  of 
who  runs  them.”  says  Barry* 
Hesp,  vice  president  of  tech- 
nology at  pharmaceuticals 
company  Pfizer. 

In  return  for  funding,  bio- 
tech companies  are  often 
forced  to  ' give  up  large 
shares  of  future  profits  or 
they  may  he  dropped  from  a 
programme  at  the  drop  of  a 
hat,  often  not  because  the 
research  is  not  going  well 
but  because  the  pharmaceu- 
tical group  has  decided  to 
concentrate  on  other  disease 
areas. 

As  the  biotech  industry 
grows  increasingly  desperate 
for  capital,  pharmaceuticals 
companies  will  be  calling 
most  of  tbe  shots. 


E*Trade 
to  take 
stake  in 
web  bank 

By  Tracy  Corrigan  In  New  York 

E*Trade,  the  internet 
brokerage,  plans  to  take  a 28 
per  cent  stake  in  a new 
internet  investment  hank  set 
up  by  two  well-known  west- 
coast  bankers. 

E*Offering,  which  expects 
to  begin  underwriting  public 
offerings  for  sale  to  E*Trade 
subscribers,  is  being  set  up 
by  Sandy  Robertson,  founder 
and  former  head  of  Robert- 
son, Stephens,  the  west- 
coast  investment  bank  now 
owned  by  BankBoston.  and 
Walter  Cruttenden,  former 
chief  executive  and  presi- 
dent of  Cruttenden  Roth, 
another  west-coast  invest- 
ment hank. 

Under  the  terms  of  the 
agreement,  E*Trade  will 
have  an  option  to  increase 
its  ownership  to  51  per  cent 
No  financial  details  were  dis- 
closed. 

E* Offering  plans  to  con- 
duct IPO  roadshows  and  dis- 
tribute research  and  shares 
over  the  internet  As  much 
as  50  per  cent  of  each  deal 
will  be  distributed  to 
online  retail  investors  and 
E*Trade  customers  will  gen- 
erally have  first  access  to 
these  shares,  the  company 
said. 

Like  Wit  Capital  another 
internet  investment  bank. 
E*Offering  plans  to  undercut 
traditional  investment 
banks,  charging  companies 
"less  than  the  7 per  cent  of 
gross  funds  typically  gener- 
ated by  investment  banks 
for  IPOs",  it  said. 

It  plans  to  focus  initially 
on  equity  underwriting  of 
about  $25m-$50m  and  to  offer 
research  coverage,  trading 
support  and  mergers  and 
acquisitions  advice  to  cli- 
ents, and  eventually  to  add 
debt  underwriting. 

Mr  Robertson  founded 
Roberston  Stephens  in  1978. 
He  resigned  last  year  and 
cannot  assume  an  active 
management  role  until  his 
current  "non-compete” 
agreement  with  Robertson 
Stephens  expires  in  about  12 
months. 


anglogold 

ANGLO  GOLD  LIMITED 

(incorporated  in  the  RppubKe  of  Sooth  Africa) 
(Rrgbtnidon  number  05/17HM/06I 

("AngloGold”) 


THE  ACQUISITION  BV  ANCLOCOLD  or  THE  COLD  INTERESTS  OF  MINORCO 

Further  K>  the  announceraemof  24  December  1998.  members  of  AugloGold lure 
advised  that  the  circular  giving  details  of  the  acquirion,  including  ^independent 
technical  adviser’s  report  and  containing  a nonce  or  a general  meeung  of 
AhgloGold  members,  has  been  posted  to  members  today.  The  general  meemrg»U 
be  held  on  3 February  1999  for  the  prnpose  of  considering  and,  tf  deemed  fit, 

approving  the  acquisition. 

Members  are  also  advised  dart  the  financial  effect  of  the  acquisition  on  the  net  asset 
value  per  ordinary  share  of  AngloGold  has  been  reevaluated  and  adjuned  by  the 
i ^ snedal  resolution,  relating  to  the  reduction  of  share 

pILtol"  as  set  out  In  thTd^ular  to  members  of  AngloGold  dated  6 Ms^199S, 

ahieh  » subsequently  approved 

effect  on  0w  revised  net  asset  value  per 


Johannesburg 
12  January  1999 


Gircular 


available  on  Internet  address;  http://www.angiogold.com 
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FIDELITY  FUNDS 

Society  dTnvestissemea  i Capita)  Variable 
KansaOis  House  - Place  de  I'EioOe 
BJl 2174, L-IQ2J  Luxembourg 
R.C.  LuxetoboiHg  B 34036 

NOTICE  TO  BEARER  SHAREHOLDERS  ZN  THE 

- FIDELITY  PORTFOLIO  SELECTOR  CXOWTB  FUND 
- FIDELITY  POKTTOUO  SELECTOR  MODERATE  GROWTH  FUND 
-EURO  CASH  FUND 

Shareholders  ae  hereby  informed  tbm  to  of  JaraMiy 4. 1 999 ifre  Mowing  CiatlshawerfaDgiedlheirnimei: 
t.  Fide&y  Fundi  - BdeEty  PonfcCo  Selector  DM  Growth  Fuad  hns  been  renamed  to  Ftdrfiiy  Funds  - FdWiiy 
Pcrt&fio  Selector  Giwth  Fund. 

X-  Fufcfciy  Fund*  - Fidefity  Pon&iio  Setecwr  DM  Modeoie  Growth  Fund  h*S  been  returned  » Bdetity  Funk  - 
FideHty  ftarfolic  Sctetwr  Moderate  Growth  Fund.  ■ 

3.  Fridfy  Ftodi-CapitalBuildcr  DM  CaSiFtodhas  beta  rcnamto  n fidetfty  Punds  ■ Eure  Cash  Fuad. 

Fidelity  is  resalHi*  all  eduiag  bearer  store  certificate*  fcr  reamping  b onto  u rcfka  ihe  name  dwgc  and  to 
good  deKveyftr  saosadioas  over  the  UneretiougStodc  Exebuge. 

Ob  bcfatlf  of  ibe  Board  ofDneeraa 


BASF  AktiengeseUschaft 

D-67056  Ludwigshafen 

Alferc  Aktiengesellschaft.  Bertn  and  Munich,  has  Informed  us  pusuant  to  § 21 , Section  1 , 

§ 22,  Section  1,  No.  2,  and  § 24  of  the  German  Securities  Tracing  Act  for  BAS  Beteigungs- 
geseflschaft  mbH  & Co.  KG  that  its  share  of  the  voting  rights  has  exceeded  the  thresholds 
erf  5%  and  10%  and  is  10.44%.  AI  the  voting  righte  are  to  be  attributed  to  BAS  Betefcgungs- 
geseOschaft  mbH  & Co.  KG  pursuant  to  § 22.  Section  I.  No.,2,  of  the  Geman  Securities 
Trading  Act 

Ludwigshafen,  Januaty  5, 1999 

BASF  AldiengeeeEschaft 
The  Board  of  Bcecuiive  Directors 


NEWS  DIGEST 


INSURANCE  AND  PENSIONS 


Aegon  to  sell  Worldwide 
Insurance  for  $162m 

Aegon,  the  international  life  assurance  and  pensions 
group,  is  to  sell  Missouri-based  World  wide  Insurance 
Company  and  Hs  property  and  casualty  subsidiaries  to 
American  Financial  Group  for  SI  62m,  including  about 
S47m  in  pre-closing  c&vhfends. 

Cendant,  the  US  direct  marketing  and  franchising  group, 
had  provisionally  agreed  just  over  a year  ago  to  buy 
Worldwide  for  S219m,  but  pulled  out  of  the  deal  in  Octo- 
ber. Aegon  acquired  Worldwide  as  pari  of  its  $3.6bn  pur- 
chase of  Providian,  the  Kentucky-based  insurer,  in  1997. 

Bari  Herbert,  executive  vice-president  and  chief  market- 
ing officer  of  Aegon  USA,  said  it  wanted  to  concentrate 
resources  on  growth  in  the  life  and  health  insurance,  and 
retirement  and  savings  product  sectors. 

Andrew  Bolger,  Insurance  Correspondent 

PAPER 


Asia  effect  hits  manufacturer 

International  Paper,  the  largest  US  paper  manufacturer, 
yesterday  announced  profits  and  sales  for  1998  slightly 
bdow  1997  levels,  mainly  due  to  the  continued  impact  of 
the  Asian  economic  downturn.  Earnings  for  the  year, 
before  special  Hems,  slipped  from  $31  Om  to  $308m,  on 
sales  which  dropped  from  $20.1  bn  to  $19.5bn.  Once  spe- 
cial items  were  included,  it  made  a profit  of  $21 3m,  follow- 
ing a loss  of  $151m  in  1997. 

The  company  said  that  it  had  seen  “signs  of  improve- 
ment in  supply-demand  relationships",  and  announced 
price  increases  in  Unerboard  and  printing  papers.  This 
helped  its  shares  gain  S£  to  $46ft  in  early  trading. 

John  Anthers,  New  York 


CATALOGUE  RETAILING 

Lands  End  to  cut  jobs 

Lands  End,  the  Wisconsin-based  catalogue  retailer  of 
upmarket  casual  clothing,  is  to  cut  about  11  per  cent  of  its 
salaried  staff  positions  and  close  three  of  its  19  stores. 

The  company  also  said  It  would  dose  down  its  Willis  & 
Geiger  division,  having  failed  to  find  a buyer  lor  the  unit 
The  restructuring  plan,  which  will  result  in  the  loss  of  94  of 
its  888  salaried  jobs,  follows  a difficult  period  for  the  com- 
pany, which  a few  years  ago  was  ambitiously  seeking  to 
push  into  overseas  markets.  The  company  has  seen 
numerous  management  changes  over  the  past  months, 
and  in  the  most  recent  quarter,  to  end -October,  the  com- 
pany barely  broke  even.  Nikki  Tart,  Chicago 
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Nodcc  of  Resignation 


The  Mitsui  Trust  amd  Banking 
Company,  Limited 

ftiWiin  BtubJi) 

To  *0  parties  connected  to  the  Band  antes  bhmni  hetow 
Notice  k hereby  |im  that  The  Mnnn  Tract  and  Banking  Caeapuy.  Limned 
(London  Branch]  tendered  in  rrugnaooa  toactna  nurv-ri  London  Pavtnc 
Agon  and  Cnoi-cnwa  Agmi  under  the  folkmnas  nun.  The  reagnaboo  uriB 
bmxsc  effective  as  of  10  February,  IW. 

Yamanouciii  Pharmaceutical  Co.,  Ltd. 

VmMVMOAMuOOO 

l*.  per  cent.  Cuincitibk  Bondi  due  2000 

\adMnomtn  Pharmaceutical  Co.,  Lid. 

Yen«VOOO,PO(M>00 
IV-:  percent.  Convertible  Banda  doe  2014 
■Yimuri  Msung  and  Smelting  Company,  l.indtrd 
Yen  lS^OO.OOO.DOO 

0.25  percent.  Convertible  Bond*  due  20»1 


J3  January,  JW 


leaned  by:  T^MtanlTrmaaod  BanMag  Company, 
limited  (London  Branch) 
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COMPANIES  & FINANCE:  EUROPE 

ARMOURED  VEHICLES  FRENCH  ANDUK  GROUPS  SAY  PLANNED  JOINT  VENTURE  WOULD  BECOME  LEADING  EUROPEAN  SUPPLIER 

Vickers  and  Giat  sign  co-operation  deal 


By  Alexander  Wcofi, 

Paterae  Conwponfltmt 

Giat  Industries  of  France 
and  Vickers  of  the  UK  yes- 
terday took  a step  towards 
rationalisation  of  Europe's 
overcrowded  armoured 
vehicle  industry  by  signing'a 
tetter  of  intent  to  cooperate 
on  marketing,  design  and 
development. 

The  two  companies  said 
they  would  discuss  setting 
up  a joint  venture  covering 
these  areas  as  well  as  sales, 
purchasing  and  programme 
and  contract  management. 


However,  the  arrangement 
would  not  affect  markets  in 
which  Vickers,  maker  of  the 
Challenger  2 tank,  and  Giat. 
which  makes  the  Leclerc 
tank,  were  competing  for 
orders. 

Nor  would  it  affedt  the 
companies’  manufacturing 
plants. 

Paul  Buysse,  Vickers  chief 
executive,  said  the  agree- 
ment "should  unlock  signifi- 
cant benefits  for  bath  par- 
ties” 

Jacques  Loppion,  chair- 
man of  Giat,  said  bath  com- 
panies remained  free  to  pur- 


sue industrial  arrangements 
in  their  own  countries. 

But  he  said  the  link  "will 
contribute  to  the  inevitable 
process  of  consolidation  in 
Europe”. 

The  two  companies  said 
the  new  venture  would 
become  the  leading  Euro- 
pean supplier  of  land 
defence  equipment. 

Both  companies  urgently 
need  to  consolidate  their 
positions  after  recent  moves 
by  other  companies  in  the 
sector. 

Giat,  which  is  state-owned, 
is  in  the  midst  of  a restruct- 


uring programme  intended 
to  curtail  heavy  losses. 

Mr  Loppion  plans  to  elimi- 
nate 3,700  jobs,  leaving  6,700 
people  ■ producing  a wide 
range  of  armaments. 


with  the  planned  closure  of 
its  Leeds  factory. 

Vickers  was  on  the  losing 
side  in  a competition  to 
build  the  next  generation  of 
armoured  personnel  carriers 


Vickers  faces  a dearth  of  for  Britain  and  Germany. 


orders  for  its  tanks  and  spe- 
cialised military  vehicles 


Alvis  and  GKN  Defence, 
both  on  the  winning  side. 


after  it  completes  delivery  of  recently  merged. 


386  Challenger  2 tanks  to  the 
British  Army. 

So  far  it  has  sold  the 
model  only  to  Oman,  though 
it  has  hopes  of  orders  in. 
Greece  and  South  Africa. 

Its  defence  arm  employs 
1,600  people,  but  this  will  foil 


German  companies,  such 
as  Krauss-Maffei,  Wegmann 
and  Rheinmetall,  are  widely 
expected  to  be  the  most  pow- 
erful forces  in  a rationalised 
European  industry. 

' However,  a venture 
between  Vickers  and  Giat 


Doors  close  for 
Roche  as  it  seeks 
room  at  the  top 

Options  are  shrinking  for  the  Swiss  drugs 
group  if  it  wants  to  make  acquisitions, 
write  William  Hall  and  David  Pilling 


Roche:  finding  the  right  chemistry 

Company 

Country 

Safes  {Sta}  MwtwtcapRalsstian(Stitt)  ‘ 

Merck 

IS 

27,1 

Pfizer 

US 

145 

Novartis 

Switzerland 

22.1 

Saxo  Weteome 

UK 

13J) 

Bristol-Myers  Squad 

US 

185 

Roctw 

Switzortand 

17.1 

EB  Lffly 

US 

9j 

Sctoering-Ptough 

US 

AstraZeneca 

w. 

Kill  | 

Aveitts 

France 

Umatel 

would  produce  savings. 

By  operating  jointly  in 
purchasing  they  would  have 
greater  clout  with  the  suppli- 
ers to  which  the  bulk  of  tank 
manufacturing  is  sub-con- 
tracted  - and  many  of  which 
are  common  to  both  compa- 
nies. 

By  joining  forces  on 
development  they  would  be 
able  to  pool  scarce  funding 
for  research  and  technology 
and  they  would  also  be  in  a 
stronger  position  to  win 
business  on  future  European 
armoured  vehicle  pro- 
grammes. 


Share  price  to  toe 
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Whenever  there  are 
rumours  of  mergers 
and  acquisitions  in 
the  drugs  industry,  one 
name  always  crops  up  - 
Roche.  The  102-year-old 
Basle  pharmaceuticals  group 
has  been  tipped  regularly  as 
a potential  bidder  for  medi- 
um-sized rivals  such  as 
Zeneca  and  Astra,  which 
themselves  agreed  to  merge 
in  December. 

Therein  lies  the  problem. 
For  if  Roche,  which  says  it 
wants  to  be  one  of  the 
world's  hig  three  pharmaceu- 
ticals companies,  really  is 
seeking  an  acquisition,  its 
options  are  shrinking  by  the 
day.  As  well  as  Astra  and 
Zeneca,  four  other  compa- 
nies have  agreed  to  pair  off 
in  the  past  few  weeks  - Ger- 
many's Hoechst  with  Rhone- 
Poulenc  of  France,  and  two 
relatively  small  French  com- 
panies, Sanofi  and 
Synth&labo. 

"These  are  the  last  bite- 
size  deals  that  people  can 
do,”  said  one  investment 
banker.  “The  other  compa- 
nies out  there  are  either  too 


big  or  too  small  for  a com- 
pany like  Roche.” 

That  leaves  the  Swiss  com- 
pany. which  reports  annual 
sales  tomorrow,  looking  like 
a wallflower,  despite  its  pro- 
testations that  it  is  not  seek- 
ing to  pair  off. 

"1  don’t  waste  time  think- 
ing about  this."  Franz 
Humer,  the  company's  chief 
executive,  said  recently  of 
persistent  speculation  that 
he  was  about  to  pounce.  "We 
have  to  concentrate  on  man- 
aging what  we  have ...  I 
don’t  know  where  Roche 
ranks  after  the  latest  merg- 
ers. and  ! don’t  get  excited 
about  this.” 

The  fact  is  that  Roche's 
position  in  the  global  drugs 
league  has  been  slipping.  In 
1995,  It  was  the  world’s  big- 
gest drugs  company  by  stock 
market  capitalisation.  Now 
valued  nt  $H8bn.  it  ranks 
sixth,  largely  because  it  has 
underperformed  US  drug 
companies,  such  as  Merck 
and  Pfizer,  but  also  because 
of  other  mergers.  Although 
it  is  top  in  diagnostics,  fla- 
vours and  foagrances.  as 
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well  as  in  vitamins,  in  pure 
pharmaceutical  terms  it  only 
just  scrapes  Into  the  world's 
top  10  by  revenue. 

Martin  Ebner,  Switzer- 
land's best-known  corporate 
predator  and  the  second  big- 
gest shareholder  after  the 
founding  families,  sounds 
increasingly  restive  about 
Roche's  lacklustre  stock 
market  performance. 

His  view  has  been 
reinforced  by  a succes- 
sion of  recent  mishaps 
at  the  company.  Posicor.  a 
new  heart  drug,  was  with- 
drawn; the  European  Union 
halted  sales  of  Tasmar.  a 
treatment  for  Parkinson's 
disease;  and  the  launch  of  its 
potential  anti-obesity  block- 
buster. Xenical,  was  post- 
poned by  US  regulators. 
There  Is  concern  among 


Roche's  most  promising 
development  projects  have 
been  shelved. 

Roche  is  also  under-repre- 
sented in  the  US,  where  the 
drugs  market  is  growing 
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European  Pensions 

The  FT  European  Pensions  Conference 

18  & 19  .March  1999  - Sheraton  Hotel,  Brussels 

This  conference  is  the  first  in  a series  of  major  pensions  events  to  be  staged  by 
the  FT  Group  and  will  examine  the  changing  landscape  of  European  Pensions. 
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DISTINGUISHED  SPEAKERS  INCLUDE 

Mr  Rees  van  Kees 

Managing  Dim- tor.  SMI  Pensions  Fund 
Chairman.  European  Federation  of  Retirement  Provision 

Mr  Martin  Jack 
Director  oj  IBM  Retirement  Funds.  EMEA 
IBM  UK  Ltd 

Mr  Bruce  Garner 

Head  of  Pensions 
BP  Amoco  p.I.c. 

Mr  Adam  Lessing 
Executive  Director 
Goldman  Sachs  ,‘issel  Management 
Chairman.  Pennons  Committee, 
European  Federation  of  Investment  Funds 

Mr  Steve  Mingle 
Group  Pensions  & Benefits  Director 
Diageo  pie 

Ms  Ruth  Goldman 
Head  of  Pensions 
Linklarers  A Alliance 

Mr  Alex  Welland 
Executive  Director 
Fidelity  Group  Pensions  UK 

Mr  Hans  Jacobson 
Director  General 
Premium  Pension  Authority  I PPM l 
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roughly  twice  as  fast  as  in 
Europe,  the  company's  main 
market. 

It  is  also  considered  for  too 
dependent  on  low -margin 
sales  to  US  hospitals. 

Roche  has  made  one 
recent  acquisition,  with  the 
SlObn  purchase  in  1997  of 
Boehiinger  Mannheim,  a 
German  drugs  company 
strong  in  diagnostics.  But 
many  believe  this  wfll  not  be 
Roche’s  last  move. 

"I  think  they'll  do  a deal 
pretty  soon,”  said  one  invest- 
ment banker  familiar  with 
the  company.  “Roche  is  very 
opportunistic.” 

Some  analysts  have  specu- 
lated that  taking  over 
Zeneca,  the  UK's  third  big- 
gest drugs  company,  would 
plug  many  of  Roche's  gaps. 
Not  only  would  Zeneca  pro- 
vide a quality  portfolio  of 


some  analysts  that  several  of  cancer  drugs,  but  it  would 


also  give  Roche  a leg-up  in 
the  US,  where  the  UK  com- 
pany is  strong. 

However,  breaking  up 
Zeneca’s  deal  with  Astra 
would  not  be  easy.  The 


Swiss  company’s  paper 
might  not  attract  UK  institu- 
tions, which  hold  95  per  cent 
of  Zeneca's  shares. 

Neither  would  a cash  bid, 
including  perhaps  £35bn 
($57bn)  of  goodwill,  be  easy 
for  Roche  to  mount,  despite 
its  deep  pockets. 

Another  possibility  could 
be  a bid  for  Astra,  the  Swed- 
ish company,  especially  if 
the  deal  with  Zeneca  fell 
through.  Last  August,  HSBC 
Securities  said  a merger 
with  Astra  made  excellent 
strategic  sense. 

Astra  also  has  a reason- 
ably strong  US  presence, 
largely  through  its  block- 
buster ulcer  drug,  Losec. 

A third  option  might  be  to 
go  for  a US  company  in 
order  to  gain  US  market 
presence.  But  even  the  sec- 
ond-tier US  companies,  such 
as  Schering-Plough,  Ameri- 
can Home  Products  and 
Warne  r-Lambert,  have  mar- 
ket capitalisations  in  the 
$70bn-f85bn  range  - difficult 
for  Roche  to  swallow. 


BT  Alex.  Brown  estimated 
recently  that  if  Roche  geared 
up  to  four  times  interest 
cover,  it  could  afford  a $30bn 
acquisition. 

It  could  conceivably  spend 
more  if  it  sold  its  non-phar- 
maceutical  businesses, 
which  together  generate  esti- 
mated operating  profits  of 
about  SFHJnm  ($l.07bn)  a 
year. 

There  is  yet  another 
option:  merger.  Until  now,  a 
merger  has  been  all  but 
ruled  out  Roche  is  unusual 
among  its  peers  in  retaining 
an  antiquated  capital  struc- 
ture. This  allows  members  of 
the  founding  families  to  con- 
trol 50.01  per  cent  of  the 
company  while  owning  only 
1&2  per  cant  of  the  capital.  If 
that  were  changed,  Roche's 
independence  might  be  for 
less  secure. 

Michael  Sjdstrom,  pharma-  , 
ceutical  analyst  at  Bank  Pic- 
tet,  believes  a merger  is 
every  bit  as  Likely  as  an 
acquisition.  In  any  event,  his 
view  is:  "They  cannot  reach 
the  top  spot  on  their  own.” 


Tractebel  quiet 
on  senior  change 


By  Emma  Tucker  and  NeO 
Buckley  in  Brussels 

Tractebel,  the  Belgian 
energy  group,  yesterday 
declined  to  comment  on 
reports  that  Gerard  Mestral- 
let,  chief  executive  of  the 
French  group  Suez  Lyon- 
naise  des  Eaux,  would  oust 
Philippe  Bodson,  Tractebel 
chief  executive,  by  March. 

But  analysts  said  the  two 
men  were  heading  for  a 
clash  over  the  future  of  Trac- 
tebel and  Mr  Bodson ’s  reluc- 
tance to  accept  the  compa- 
ny’s integration  into  the 
French  group. 

Mr  Bodson  has  made  clear 
he  would  like  to  merge  Trac- 
tebel with  two  sister  compa- 
| nles  - Electrabel,  the  dec- 
! tricity  monopoly,  and 
Distrigaz,  the  Belgian  natu- 
ral gas  utility  - to 
strengthen  its  position  ahead 
of  energy  liberalisation  m 
the  European  single  market 

Increased  access  to  the 
cash  generated  by  Electra- 
bel’s  domestic  operations 
would  also  accelerate  Tracts- 
bel's  international  expan- 
sion. 

But  Suez  - which  owns 
503  per  cent  of  Tractebel  - 


is  more  cautious,  saying  it 
has  nothing  against  such  a 
merger  in  principle,  but 
would  not  wish  to  see  its 
stake  diluted. 

Analysts  said  that  a Trac- 
tebel-Elect  rebel  merger, 
which  made  industrial  sense, 
could  he  achieved  in  a way 
that  did  not  dilute  Suez’s 
stake.  They  said  any  desire 
to  remove  Mr  Bodson  was 
more  likely  to  be  the  result 
of  a personality  clash. 

A confrontation  between 
Mr  Bodson  - whose  relations 
with  Mr  Mestrallet  are 
known  to  he  difficult  - and 
Suez-Lyonnaise  has  been 
looming  since  the  then  Com- 
pagnie  de  Suez,  a diversified 
conglomerate,  merged  with 
Lyonnaise  des  Eaux,  the 
French  utility,  in  1997. 

The  merger  provoked  fears 
in  Belgium  of  a conflict  of 
interest  with  Tractebel  As 
largest  shareholder  in  both 
Electrabel  and  Distrigaz, 
Tractebel  dominates  the 
politically  sensitive  energy 
sector  in  Belgium,  and  any  ! 
move  to  unseat  Mr  Bodson 
would  be  politically  i 
inflammatory. 
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NOTICE  TO  THE 
HOLDERS  OF  THE 

OUTSTANDING 

US$50,000,000 
Samsung  Heavy 
Industries  Gk,  Ltd. 

(the  “Company”) 
Convertible  Bonds 
doe  December  31, 2009 
(the  “Bonds”) 

' NOTICE  IS  HEREBY 
GIVEN  to  (fac  holders  of  (be 
Bonds  that,  pursuant  to  die  pro- 
visions of  die  Indenture  consti- 
tuting the  Bonds,  the  couveraon 
price  of  the  Bonds  has  been 
adjusted  from  Won  2^686  io 
Wan  21.294  per  share.  The  new 
coaversion  price  will  become 
effective  retroactively  10  Novem- 
ber 25,  1998.  This  adjustment 
has  been  made  as  a result  of 
rights  issue  of  the  Company’s 
shares.  The' Brad  of  Drnxtocs' 
meeting  of  the  Company 
approved  such  rights  issue  on 
November  7, 1998. 

Samsung 

Heavy  Inwssmuis  Co.,  Ltd. 
December^,  1998 


UPC  plans  to 
buy  out  its 
Dutch  partners 
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in  Amsterdam 


united  pan-Europe 

Communications  (UPO.  the 
largest  private  sector  Euro- 
I pean  provider  of  cable  televi- 
sion services,  plans  to  buy 
out  its  Dutch  partners  to 
take  full  ownership  of  its 
operations  in  the  Nether- 
lands after  its  flotation  on 
the  Amsterdam  and  Nasdaq 
exchanges,  expected  in  the 
next  few  weeks.  _ 

Analysts’  valuations  of 
UPC  have  ranged  from 
jsoom  to  more  than  fl.3bn. 
The  company  has  been 
wholly  owned  by  United 
International  Holdings  (UIH) 
of  the  US  since  Philips,  the 
Dutch  electronics  group, 
sold  its  half  share. 

Mark  Schneider,  chair- 
man, said  yesterday  that 
buying  out  Its  Dutch  part- 
ners - MediaOne  Interna- 
tional of  the  UK  and  Nuon,  a 
domestic  energy  distributor 
- would  “make  sense”.  UPC 
has  3-4m  subscribers  in  11 
markets,  of  which  its  two 
ventures  in  the  Netherlands 
account  for  nearly  l.4m. 

Mr  Schneider  said  he 
expected  Nuon  to  focus  on 
its  energy  business.  The 
relationship  with  MediOne 
has  soured  due  to  differences 
over  moves  by  A2000,  the  UK 
company's  Joint  venture 
which  has  a cable  monopoly 
in  Amsterdam,  to  pursue  a 
push  into  telephone  services. 

UPC  sees  what  it  calls  a 
triple  play  of  supplying 
video  services,  telecoms  and 
Internet  connections  via 


upgraded  cable  infrastruc- 
ture as  key  to  its  growth. 

With  more  than  30,000  per- 
sonal computers  already 
connected  to  its  lines,  ft 
claims  leadership  among 
broadband  internet  service 
providers  in  Europe. 

The  introduction  of  these 
services  brought  revenues 
from  its  core  cable  TV  busi- 
ness down  to  92.4  per  cent  of 
the  total  F1282Jm  ($14&5m) 
in  the  nine  months  to  last 
September,  compared  with 
99  per  cent  a year  earlier. 
Bantings  before  interest,  tax, 
depredation  ahd  amortisa- 
tion (Ebitda).  a measure  of 
performance  used  in  the 
industry,  were  FI  107.8m,' 
though  the  investment  in  its 
network  left  a net  loss  of 
FI  171.9m. 

UIH  will  retain  an  unspeci- 
fied majority  In  UPC  after  an 
issue  of  new  shares  being  led 
by  Goldman  Sachs  as  book- 
runner. with  Morgan  Stanley 
Dean  Witter  as  joint  global 
coordinator.  A retail  offer- 
ing is  expected  within  the 
Netherlands,  while  it  will  be 
marketed  internationally  to 
Institutions. 

UPC  expects  that  losses 
from  telephony  and  the 
internet  on  an  Ebitda  basis,  ( 
which  approached  FI  20m  in  . 
the  nine  months,  will  be  A 
erased  by  early  2001.  Pro- 
ceeds of  the  share  issue  will 
go  towards  a continued 
upgrade  of  its  networks  and 
the  purchase  of  equipment 
needed  to  connect  customers 
to  new  services,  which  will 
include  pay-per-view  films. 
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NEWS  DIGEST 


MINERALS 

Potash  Corp  seeks  state 
backing  for  Israeli  buy 

Potash  Corporation  of  Saskatchewan,  the  world's  largest 
potash  producer,  told  the  Israeli  government- yesterday 
that  it  would  move  to  secure  regulatory  approval  after  it 
had  reached  an  agreement  to  acquire  a majority  interest  of 
The  Israel  Corporation,  one  of  the  country's  biggest  hold- 
ing companies.  The  move  came  after  the  Israeli  govern- 
ment told  the  company  it  would  need  state  approval 
before  acquiring  control  of  Israel  Chemicals,  the  export- 
driven  chemicals  group. 

Earlier  this  week,  the  Canadian  group  said  it  had  talks 
with  companies  owned  by  Israel's  Bsenberg  family  to  buy 
up  their  53  per  cent  share  of  Israel  Corp.  Potash  denied 
reports  it  intended  to  bid  on  all  outstanding  shares  and 
eventually  delist  Israel  Corp. 

Israel  Corp  holds  a 52  per  cent  of  Israel  Chemicals, 
which  has  potash  subsidiaries  with  a strong  presence  in 
Europe  and  Asia.  Last  year  the  Israeli  government  sokl  its 
remaining  31.5  per  cent  stake  in  Israel  Chemicals.  But  itre- 
tained  special  rights  to  veto  ownership,  since  Israel  Chem- 
icals has  exclusive  access  to  the  mineral-rich  Dead  Sea. 
Avi  Machlis,  Jerusalem,  Scott  Morrison,  Toronto 
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AIM  Global  sets  up  euro  fund 

AIM  Global  Advisors,  part  of  the  Amvescap  fund  manage- 
ment group,  announced  yesterday  it  had  set  up  a new 
euro  money  market  fund.  The  fund,  which  Is  registered  In 
Dublin  but  managed  from  London,  was  set  up  in  response 
to  demand  from  international  clients  with  European 
operations.  Among  its  first  investors  will  be  a Japanese 
insurance  group,  Koa  Insurance.  AIM  Global  said  that  rts 
fund  would  give  companies  the  opportunity  to  save  money 
by  rationalising  their  cash  holdings  across  different  euro- 
zone countries.  Vicki  Bakhshi 
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- COMPANIES  & FINANCE:  INTERNATIONA! 

SIGNAL  COUNTRY'S  WORSENING  BUSINESS  CONDITIONS 

* * China  profit  warnings  continue 

By  -Li KURIL  tfanHim  m ok- ■ . 
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By  James  Hanfing  n Shanghai 

Seven  companies  listed  on 
China’s  domestic  stock  mar- 
kets said  yesterday  they 
would  report  losses  for  iggg 
bringing  the  number  of 
profit  warnings  in  the  past 
week  to  17  and  underlining 
the  strains  on  corporate 

The  announcements  sug- 
gest that  listed  Chinese  com- 
panies would  report  their 
worst  annual  results  in  the 
nine-year  history  of  the 
mainland  stock  markets, 
upping  the  confidence  of 
domestic  equity  investors 
and  signalling  to  foreign 
investors  the  worsening 
'SJ&usiness  conditions  in 

ri  Cfoinfl, 


Most  of  the  lossmaking 
companies  blamed  fierce 
competition  in  export  mar- 
kets,  particularly  in  Asia, 
and  the  weakness  of  domes- 
tic consumption. 

Many  of  the  world's  lead- 
ing multinationals  operating 

in  China  have  downgraded 
their  expectations  for  1999 
following  worse-than-expeo 
ted  results  last  year. 

Only  one  company  yester- 
day - Shenzhen  Huafa  Elec- 
tronics - has  issued  so-called 
B-s hares  to  foreign  inves- 
tors. The  other  six  compa- 
nies were  all  listed  on  Chi- 
na's domestic  currency  stock 
exchanges,  known  as 
A-share  markets. 

One  company.  Sichuan 
Chengdu  Hangguang.  Indus- 


trial, a television  compo- 
nents maker,  has  already 
achieved  notoriety  for  disap- 
pointing investors.  It 
emerged  last  year  that  the 
company  had  supplied  felse 
financial  information  in 
order  to  secure  a listing  on 
the  Shanghai  stock 
exchange.  Hongguang  had 
claimed  a profit  for  1996  of 
RMB54m  ($6.5m),  even 
though  It  made  a loss  of 
RMB103m.  It  continued 
reporting  profits  while 
losing  money  after  the 
listing. 

Analysts  yesterday 
suggested  the  warnings  were 
a sign  of  greater  transpar- 
ency among  Chinese  compa- 
nies, which  have  shown 
scant  regard  for  their  obliga- 


tions to  inform  investors. 

The  China  Securities  Reg- 
ulatory Commission,  the 
markets  watchdog,  has 
issued  regulations  requiring 
companies  expecting  a loss 
to  announce  the  information 
before  the  earnings  are  dis- 
closed. Most  listed  compa- 
nies are  expected  to 
announce  their  audited 
results  for  1998  in  April. 

But  greater  transparency 
is  only  partly  responsible  for 
expectations  that  more  com- 
panies than  ever  will  report 
foil-year  losses.  The  collapse 
of  export  markets  - sales  of 
Chinese  goods  to  Asian 
countries  fell  nearly  10  per 
cent  last  year  - have  under- 
mined many  listed  compa- 
nies. 


Brazilian  shares  hit  by 
threat  to  IMF  package 
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By  John  Barham  in  S5o  Paulo 

Share  prices  in  Sfio  Paulo 
crashed  yesterday  amid  fears 
that  a 90-day  debt  morato- 
rium declared  Last  week  by 
the  state  of  Minas  Gerais 
could  threaten  approval  in 
Congress  of  the  govern- 
ment’s economic  stabilisa- 
tion package.  Concern  over 
Brazil  also  -contributed  to 
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slide  on  Wall  Street 
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1 Corp  seeks  state 
ig  for  Israeli  buy 


*»  v-  - • 

- 

i • - 

- ■ 

I *■'. 

• ; ™- 

m —S»-  ■ 

•irtc*  **  - 

;-*> - 

5*»  '• 

I, 

j**-** 


. K1 


m 

lobal 


-W  -«  ■ 


si'li,  up  iMiro  fund 


\ & Sfto  Paulo’s  Ibovespa 
‘ index,  which  was  down 
8.9  per  cent  in  afternoon 
trading  yesterday,  has  fallen 
14  per  cent  since  Itamar 
Franco,  the  new  governor  of 
Minas  Gerais,  first  mud*  hie 
threat  to  suspend  service 
payments  on  R$18.5bn 
l$l5-3bn)  in  debt  owed  to  the 
federal  government.  The 
value  of  Brazilian  bonds  on 
international  markets 
dropped  by  7-9  per  cent  and 
local  interest  rates  have 
risen  by  about  400  basis 
pants  since  last  week. 

Markets  tear  a $4L  5bn  res- 
cue package  agreed  with  the 
International  Monetary 
Fund  in  December  might 
unravel,  forcing  a damaging 
currency  devaluation.  The 
downward  lurch  in  financial 
\ markets  has  landed  another 
. blow  on  Brazilian  com- 

' y panics,  already  struggling 
with  a severe  recession. 

Eduardo  Tieppo,  director 
at  the  Sdo  Paulo  office  of 
Britain's  HSBC  bank,  said 
Mr  Franco  “is  having  an 
enormous  impact.  [Previ- 
ously] there  was  talk  of  com- 
panies doing  short-term 
operations,  but  every  event 
that  casts  doubt  on  the  gov- 
ernment's ability  to  deliver 
(economic  reforms]  cools  the 
market." 

Brazilian  private-sector 
borrowers  have  an  estimated 
$4.46bn  in  foreign  debt  and 
interest  payments  maturing 
in  the  first  quarter,  and 
S5.Q2bn  in  the  second.  In 
total,  companies  and  banks 
must  pay  $13.81  bn  in  princi- 
-J  pal  and  interest  this  year. 

I Francisco  Gros,  head  of 
: Morgan  Stanley  Dean  Wit- 


Hamar  Franco:  gowmor  declared  debt  moratorium 


t 


tar’s  sao  Paulo  office,  said: 
“We  have  private  companies 
that  would  like  to  access  the 
market.’’  However,  none 
wants  to  pay  spreads  of  at 
least  750  basis  points  over 
equivalent  US  treasury 
bonds. 

Beimiro  Ribeiro  da  Silva, 
an  executive  at  Klabin,  a big 
paper  and  pulp  company, 
said:  “Klabin  is  interested 
On  borrowing]  but  this  [mor- 
atorium] has  upset  the  mar- 
kets. There  were  few  win- 
dows of  opportunity  before 
because  markets  are  waiting 
for  Congress  to  vote  on  the 
[IMF]  stabilisation  package. 
[Franco]  has  Just  worsened 
things." 

Limited  access  to  interna- 
tional capital  markets  for 

hankc  rpgtmg  they  tOO  Will 

have  to  cut  lending  to  com- 
panies, since  hanlra  finance 
most  long-term  loans  with 
foreign  debt. 


Fernando  Sotehno,  head  of 
wholesale  banking  at  Uni- 
banco,  Brazil’s  third  largest 
bank,  says  companies  are 
borrowing  TocaDy  to  compen- 
sate for  the  closure  of  Inter- 
national markets  j.  Although 
local  interest  rales  are  much 
higher  than  overseas,  com- 
panies are  unwilling  to  refin- 
ance hard-currency  debt 
overseas  at  higher  interest- 
rates,  fearing  this  will  make 
It  harder  to  borrow  more 
cheaply  later,  once  senti- 
ment improves. 

Bankers  are  not  too  con- 
cerned about  the  immediate 
outlook  for  corporate  Brazil, 
worrying  more  about  the 
impact  of  a prolonged  reces- 
sion caused  by  the  govern- 
ment's inability;  to  push 
spending  cuts  and  taxes 
increases  through  Congress 
and  meet  its  IMF  targets. 

See  leader  page 


Decision 
on  Adig 
likely 
this  month 

By  Tony  Buber  In  Frankfurt 


The  future  of  Adig.  one  of 
Germany’s  largest  fund  man- 
agement groups,  may  finally 
be  decided  before  the  end  of 
this  month  if  the  two  banks 
that  own  it  continue  to  make 
progress  in  negotiations,  the 
banks  said  yesterday. 

HypoVereinsbank  of 
Munich  and  Commerzbank 
of  Frankfurt  have  spent 
years  discussing  what  to  do 
with.  Adig,  a group  which 
manages  about  DM60bn 
(€30.68bn,  $35.4bn)  in  assets 
and  in  which  both  banks 
have  a 42.7  per  cent 
stake. 

Senior  executives  repre- 
senting the  two  banks  are 
expected  to  hold  meetings 
before  the  end  of  January  to 
resolve  the  issue. 

The  central  question  Is 
whether  to  split  up  the  fond 
management  group  or  to 
agree  that  one  hank  should 
acquire  Adig,  short  for  AH- 
gemeine  Deutsche  Invest- 
ment Gesellschaft,  in  its 
entirety. 

But  another  long-standing 
problem  is  that  it  has  proved 
difficult  for  the  two  banks  to 
agree  on  a value. 

Albrecht  Schmidt,  chief 
executive  of  HypoVereins- 
bank. indicated  last  year 
that  he  would  he  keen  to 
take  full  control  of  the  fund 
wiHTingyment  group. 

“I  think  Adig  is  a very 
attractive  institution.  It  has 
a great  trade  name,  and  In 
the  past  few  years  it  has  had 
a very  good  performance,” 
he  said. 

Analysts  say  the  division 
of  responsibilities  between 
HypoVereinsbank  and  Com- 
merzbank, respectively  Ger- 
many's second  and  fourth 
largest  banks,  has  impaired 
Adig' s efficiency  and  allowed 
its  competitors,  such  as 
Deutsche  Bank's  DWS 
group,  to  take  a lead  in  fund 
in  Germany. 


Ansett  NZ 

records 

losses 

By  TenyHafl  in  Wfettngbm 
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Ansett  New  Zealand,  the 
domestic  airline  and  a 
wholly  owned  subsidiary  of 
Rupert  Murdoch's  News  Cop 
po ration,  recorded  a sharp 
profit  reverse  in  the  last 
year,  fuelling  speculation 
that  it  will  soon  be  sold. 

However,  last  year  Qantas. 
the  most  obvi  jus  buyer,  said 
it  was  no  longer  interested, 
apparently  after  Nero  Cor- 
1 poratton  put  too  high  a price 
■on  the  airline.  Both  Qantas 
and  British  Airways  already 
use  Ansett  New  Zealand  for 
internal  travel,  in  preference 
to  the  other  domestic  airline 
operator  Air  New  Zealand. 

Ansett  last  year  made  a 
NZ*L9m  ($L57tm)  loss,  com- 
pared with  a net  profit  of 
. NZ$4. im  in  the  previous 
year.  The  setback  followed 
fosses  of  nearly  $230m  over 
the  past  13  years. 

News  Corporation  bought 
control  of  the  company  after 
the  New  Zealand  Commerce 
Commission  refused  to  allow 
tt  to  be  included  in  the  deal 
when  Air  New  Zealand 
bought  a SO  per  cent  stake  in 
all  other  Ansett  operations 
in  19BS. 

Ansett  New  Zealand 
, recorded  a 4.1  per  cent  drop 
5 In  revenues  to  NZ$26lm  In 
, F the  year  to  June  30.  It 
Mamed  the  foil  on  a drop  in 
inbound  tourism,  mainly 
from  Asia,  mid  cempetition- 

Air  New  Zealand,  its  main 
competitor,  raid  it  had  made 
a “sound"  profit  in  flying 
. . internal  routes  in  the  same 
( \ ^ 12-month  period. 


Italy  to  sell  remaining 
Telecom  Italia  stake 


By  Pad  Betts  to  Iffian 


The  Italian  government 
yesterday  said  it  would  sell 
its  remaining  4J>  per  cent 
stake  in  Telecom  Italia  by 
the  end  of  April  and  expec- 
ted to  raise  L5JXX)tm-L6000bn 
(€2.58bn-€3.10bn,  $2.98bn- 
$3.60bn)  for  the  Treasury. 

Salvatore  Cardinals,  the 
communications  minister, 
yesterday  said  the  govern- 
ment had  no  interest  in 
keeping  its  stake,  the  largest 
single  shareholding  in  the 
telecommunications  group 
privatised  last  year. 

Although  the  government 

still  owned  4J>  per  cent  Mr 
Ordinaie  said  this  carried 
less  weight  than  the  smaller 
stakes  of  the  privatised 
group's  private  shareholders. 

This  was  a clear  reference  to 

the  Agnelli  group  whose 

UTL  industrial  holding 
acquired  0.6  per  cent  at  the 
time  of  privatisation  and  is 
widely  regarded  as  one  of 
the  company's  most  influen- 
tial shareholders. 

The  government  was  left 
with  a larger  than  expected 
stake  after  the  failure  of 
Telecom  Italia's  former  man- 
agement to  finalise  strategic 
partnership  deals  with 
AT&T  and  Unisource.  The 
US  telecommunications 
group  and  the  European  tele- 
communications consortium 

-were  due  to  acquire  a 1.2  per 
mit  stake  each  in  Telecom 
ft-alla. 

Franco  Bernabe.  appointed 
Telecom  Balia’s  chief  execu- 
tive last  month,  has  yet  to 
unveil  the  group’s  interna- 
tional telecommunications 


Sale  pfanaa  telecomnumicatlong  minister  8a*uator»  CartXnalo  AP 


alliance  strategy.  However, 
Mr  Bernabe  wasted  little 
time  in  reducing  the  group's 
exposure  in  the  high  risk 
digital  television  business  by 
negotiating  a preliminary 
agreement  with  Rupert  Mur- 
doch to  sell  the  Australian 
media  tycoon  up  to  SO  per 
cent  of  Telecom  Italia’s 
Stream  multi-media  subsid- 
iary. 

Apart  from  the  stake  to  be 
disposed  of  by  the  govern- 
ment, no  shareholder  owns 
more  than  239  per  cent  of 
the  telecommunications 
group.  The  2.29  per  cent 
stake  is  held  by  the  Bank  of 
Italy.  Other  shareholders 
include  Nomura  Interna- 
tional with  1A4  per  cent, 
Nomura  Options  Interna- 
tional with  1.01  per  cent. 
Bear  Stearns  International 


with  0.79  per  cent,  IMI  with 
0-75  per  cent.  Credit  Suisse 
with  0.66  per  cent  and  Cre- 
dlto  Italiano  with  0.7  per 
cent 

The  telecommunications 
group  has  been  at  the  centre 
of  takeover  speculation  in 
recent  days  hut  talk  that 
France  Telecom.  Deutsche 
Telekom  and  yesterday  Oli- 
vetti were  studying  a possi- 
ble deal  with  Telecom  Italia 
hjve  been  flatly  dismissed. 

Olivetti  and  a group  of  its 
core  shareholders  led  by 
Roberto  Coburinno.  Olivetti’s 
chief  executive,  yesterday 
denied  an  Italian  newspaper 
report  they  were  considering 
bidding  for  a 29  per  cent 
stake  in  Telecom  Italia. 
Mannesmann,  Olivetti’s 
German  partner,  also  Issued 
a denial. 
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First , leaders  in  the  world's 
major  credit  markets. 

Then , inevitably,  two  firsts 
for  the  first  week  of  the  euro 

First  ever  Corporate  Eurobond  issue  to  settle  in  euros. 


All  these  securities  having  been  sold,  this  saaouncemem:  appears  as  a matter  of  record  only, 

December,  1998 

EURO  200,000,000 

^MEISftSERLA 

Metsa-Serla  Oyj 

4.875%  Eurobonds  due  2006 

Issued  under  the  EURO  1,000,000,000 
Global  Medium  Term  Note  Programme 

Raced:  Baa3  Moody’s,  BBB  Standard  & Poor’s 


Lead  Manager 

Salomon  Smith  Barney 


First  benchmark  euro  denominated  FRN 
following  the  introduction  of  the  new  currency. 


All  these  securities  having  been  sold,  this  announcement  appears  as  a matter  of  record  only. 

January,  199 9 

EURO  500,000,000 


Finance  for  Danish 
Industry  A/S 

Floating  Rate  Notes  due  2005 

Rated:  Aa3  Moody's 


Joint  Lead  Manager 

Salomon  Smith  Barney 


Decades  of  leadership  in  the  world's  major  credit  markets 
have  given  us  unique  insight  into  global  investor  sentiment 
throughout  the  new  euro  yield  and  credit  curves.  Our 
influential  economic  and  credit  research,  our  dominant 
government  and  credit  trading  and  our  unmatched 
European,  Asian  and  North  American  institutional  and 
retail  distribution  network  now  gives  more  borrowers  the 
opportunity  to  access  the  bond  markets. 

The  breadth  and  depth  of  our  experience,  backed  by  the 
largest  equity  capital  base  on  Wall  Street,  is  second  to  none. 
That's  why  to  our  clients  it  comes  as  no  surprise  that  we've 
enabled  them  to  be  first  in  the  euro. 


Salomon  Smith  Barney 


success  is  earned 


A member  of  Citigroup. 


CSfltanyi  Bratti  Bamay  ha  Thfc  mtmkumBt  hat  tean  approval  tordstribuUon  m tin  UJC  by  Salomon  Brathaa  irlBTwBonilUiittid**^ 
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By  DavW  Blackwell 


Shares  Id  pub  and  drinks 
companies  caught  a cold  yes- 
terday after  one  of  the 
smaller  listed  pub  operators 
blamed  the  Hu  epidemic  for 
a fall  in  Christmas  sales. 

The  announcement  coin- 
cided with  a warning  from 
Allied  Domecq.  the  spirits 
and  pubs  group,  that  the  fall- 
ing consumer  confidence 
which  appeared  in  summer 
had  intensified,  particularly 
over  Christmas. 


The  Old  English  Pub  Com- 
pany, which  has  fewer  than 
200  pubs,  said  like-for-like 
sales  in  December  fell  by  23 
per  cent.  Barry  Warwick, 
chief  executive,  said  314  cus- 
tomers cancelled  bookings  48 
hours  or  less  before  Christ- 
mas Day.  While  sickness 
usually  led  to  cancellations 
in  the  winter,  this  year  had 
been  worse  than  expected. 

Shares  in  Allied  fell  from 
81'sp  to  516p,  while  Old 
English  shares  tumbled  4Sp 
to  dose  at  262%  p.  Bass  and 


Scottish  & Newcastle  fell 
74%p  and  25%p  to  dose  at 
805p  and  7l3p  while  Whit- 
bread, which  will  put  out  a 
trading  statement  today, 
shed  lOVip  to  767%p. 

Analysts  cut  forecasts  for 
Allied  from  £625m  to  about 
£6Q0m  iSlbtO  after  estima- 
ting that  like-for-like  sales  in 
its  more  than  2400  managed 
pubs  were  down  by  up  to  2 
per  cent  The  group's  man- 
aged pubs  were  doing  very 
badly,  said  one,  suggesting 
that  smaller  pub  companies 


were  more  nimble  and  better 
able  to  cope  with  pressures 
being  felt  across  the  sector. 

Allied  gave  no  figures,  hut 
admitted  that  pub  results 
had  been  affected  by  “the 
deteriorating  economic 
trends  first  evident  in  the 
summer  months'’.  Sales  were 
lower  over  Christmas,  and 
Interim  pub  profits  would  be 
lower  than  in  the  previous 
first  half,  Analysts  were  dis- 
missive of  the  flu  argument 
put  forward  by  Old  English. 
"Flu  looks  set  to  become  the 


winter  equivalent  of  the  poor 
summer  weather  and  the 
World  Cup,"  said  one. 

Stuart  Price,  drinks  ana- 
lyst with  CSFB,  said  that  flu 
might  be  a contributing  ele- 
ment at  Old  English,  given 
the  sort  of  customers  it 
attracted.  But  there  was  an 
underlying  malaise  in  the 
market  for  pubs  and  beer. 
This  was  reflected  in  figures 
from  Customs  and  Excise 
which  showed  that  in  Octo- 
ber beer  volumes  released 
into  the  UK  market  from 


wholesalers  and  brewers  was 
down  5.7  per  cent  and  pro- 
duction down  5.4  per  cent  on 
a rolling  quarterly  basis. 

Some  companies  had 
already  reported  positive 
like-for-like  figures  - such 
as  JD  Wetherspoon  - but 
these  had  been : achieved 
through  price  discounting 
and  some  sacrifice  on  mar- 
gins. “The  immediate  out- 
look remains  bleak  and  it 
will  take  further  restructur- 
ing to  sort  out  the  sector, 
said  Mr  Price. 


Arjo  Wiggins  tries  a dose  of  origami  tactics 

The  paper  group  has  been  left  behind  In  a consolidating  industry,  writes  Virginia  Marsh 

Arjo  Wiggins  Appleton  weakness  under  which  syn-  In  this  segment  the  group  Confidence  in  the  group  perform  font 
has  undoubtedly  been  ergies  between  businesses  is  far  stronger  in  the  US  has  also  been  undermined  by  of  ownersh 
held  back  by  its  failure  ODera tine  In  different  Darts  than  in  Eurone.  With  coated  a series  of  ton  management  which  in  thi 


Arjo  Wiggins  Appleton 
has  undoubtedly  been 
held  back  by  its  Cailure 
properly  to  stitch  together 
the  US,  UK  and  French  busi- 
nesses from  which  it  was 
formed  eight  years  ago. 

But  the  underperformance 
is  also  the  result  of  same 
poor  investment  decisions, 
multiple  management 
upheavals,  its  inability  to 
grow  in  some  of  its  markets 
and  the  fact  that  its  largest 
shareholder  has  historically 
taken  a passive  role. 

The  group  has  never 
exceeded  the  profit  levels 
made  by  its  different  mem- 
bers before  they  came 
together,  while  its  share 
price  has  underperformed 
the  European  paper  and 
packaging  sector  by  about 
50  per  cent  since  its  forma- 
tion. 

Yesterday's  announcement 
of  a reorganisation  along 
product  rather  than  geo- 
graphical lines  is  partly  on 
attempt  to  right  a historical 


weakness  under  which  syn- 
ergies between  businesses 
operating  in  different  parts 
of  the  world  have  been 
underexploited.  "Parts  of  the 
business  are  sttll  being  run 
virtually  as  there  were  in 
1990  - separately,"  said  Ken 
Minton,  chairman,  yester- 
day. 


It  was  in  1990  that  BAT 

rolled  its  two  paper  busi- 
nesses together  - Wiggins 
Teape  of  the  UK  and  Apple- 
ton  of  the  US  - and  spun 
them  off.  The  following  year, 
the  French  element  was 
added  when  the  group 
merged  with  Arjomari- 
Prioux.  That  resulted  in 
Worms  & Cie,  the  French 
industrial  holding  group, 
taking  a 40  per  cent  stake. 

Belatedly  Integrating  the 
mature  US  and  European 
carbonless  and  thermal  busi- 
nesses - the  former  makes 
copying  paper,  the  latter  fox 
paper  - should  bring  opera- 
tional benefits. 


In  this  segment  the  group 
is  far  stronger  in  the  US 
than  in  Europe.  With  coated 
paper  it  is  the  other  way 
round  - Mr  Minton  says  the 
Lassmaking  start-up 
operations  in  the  US  can 
benefit  from  input  on  tech- 
nology from  the  established 
and  profitable  European 
business. 

But  the  group  is  also  hav- 
ing to  recognise  that  it 
skewed  Its  investment  too 
heavily  towards  carbonless 
and  thermal  - markets 
where  it  has  leading  posi- 
tions but  which  are  in  termi- 
nal decline  - and  In  coated 
paper,  which  it  decided  to 
expand  to  the  US  in  the  mid- 
1990s.  a move  that  has 
proved  costly  and  a drain  on 
top  management's  time. 

This  was  done  at  the 
expense  of  investment  in 
fine  and  speciality  papers. 
This  is  a for  less  cyclical, 
higher  value-added  business 
with  better  growth  opportu- 
nities. 


Confidence  in  the  group 
has  also  been  undermined  by 
a series  of  top  management 
changes  - the  well-regarded 
Pbilippe  Beylier,  who 
resigned  as  chief  executive 
yesterday,  had  been  in  the 
job  for  less  than  two  years. 
With  successive  chief  execu- 
tives have  come  repeated, 
and  expensive,  attempts  at 
restructuring.  Yesterday's 
announcement  comes  just  as 
the  group  is  ending  a £l20m 
three-year  restructuring  that 
has  cut  the  1996  cost-base  by 
£50m  a year. 


But  wholesale  change  has 
not  come  earlier,  per- 
haps, because  so  much 
of  the  group  has  been  con- 
trolled by  Worms. 

“Given  the  appalling  per- 
formance of  the  shares, 
other  shareholders  may  well 
have  pushed  for  action  ear- 
lier." an  analyst  said. 

Mr  Minton  denies  that  yes- 
terday's announcement  is  a 
result  of  greater  pressure  to 


perform  following  a change 
of  ownership  at  Worms, 
which  in  the  past  year  has 
fallen  under  the  control  of 
Ifll,  the  holding  company  for 
the  Industrial  investments  of 
Italy’s  Agnelli  family,  the 
controlling  shareholders  of 
Fiat 

But  it  is  dear  that  Id  will 
be  playing  a greater  role  fol- 
lowing the  appointment  of 
Luca  Faveri-Fontana,  its  rep- 
resentative on  Arjo  Wiggins 
Appleton's  board,  as  execu- 
tive vice-chairman. 

Mr  Minton  hopes  the  new 
structure  will  enable  the 
group  to  participate  in  the 
consolidation  that  has 
been  sweeping  the  paper 
industry. 

Arjo's  future  shape  is 
unclear  but  one  of  the  more 
likely  scenarios  appears  to 
he  that  it  will  sell  or 
demerge  its  merchanting 
business  and  also  either  dis- 
pose of  carbonless  and  ther- 
mal or  join  forces  in  this 
area  with  another  producer 


Philippe  Beylier:  In  the  Job 
for  less  than  two  years 


through  a merger  or  joint 
venture. 

Failure  to  take  part  in  con- 
solidation has  been  one  of 
the  group's  main  problems, 
reflected  in  its  tumbling 
share  price.  Q is  strong  in 
niche  markets,  but  as  com- 
petitors have  merged,  it  has 
been  left  behind. 


Every  time  UK  equities  surge  »■ 

fSds  new  highs.  Index  , 

ticking  funds  are  acoisri  SpteSsatoi  m • 

reinforcing  the  bubble.  They  , 

buy  and  hold,  no  matter  how  1200 

outlandish  the  share  pnee.  I 

Worse  still,  they  ftmdthwr  tA  l 

purchases  of  the  big  stocks  l000 jSl-Jl 

by  selling  smaller  companies.  Yj If 

floating  the  latter's  hi  V . 

underperformance  and  MV  | 

restricting  their  access  to  boo — J 

funds.  With  20  per  cent  of  UK  . a/ 

pension  funds  now  with  af 

trackers,  and  perhaps  _00f4/*/. , ». 

another  50  per  cent  that  are  . 88-99 

deal  trackers,  it  is  easy  to  “ 

suggest  that  tracking  ampli-  s*« ~m*anKt 
2es  a loss  of  contact  with 

It  ^ to  manifest  itself  in 
sustained  stock  market  collapse.  And  herd  behaviour  Ions 
nredates  index  tracking.  If  funds  are  being  switched  from 
aSv^  to  passive  management  that  is  the  clients'  decision, 
based  on  past  performance  and  cost.  The  flaw  is  that  historj 
may  not  be  the  best  guide  to  the  future.  The  active  manag- 
ers can  still  use  their  discretion,  even  if  many  choose  not  to. 
Stung  into  limiting  their  bets  against  a market  that  has  yet 
to  be  proved  inefficient,  they  have  to  take  the  consequences 
of  piling  on  the  demand  for  sectors  such  as  telecommunica- 
tionsand  drugs.  So  for  they  have  only  benefited.  For  the 
future,  active  managers  remain  better  placed  both  to  take 
profits  and  to  exploit  buying  opportunities,  including  those 
created  by  the  trackers'  forced  switches. 

But  what  about  the  starving  of  smaller  companies.  This  is 
graphically  illustrated  by  the  billions  the  trackers  are  hav- 
ing to  find  for  new  share  listings  by  big  companies.  BP 
Amoco  has  seen  Its  market  value  jump  by  over  £30bn  since 
its  merger.  Astra  Zeneca  and  Vodafone  AirTouch  could  take 
the  total  to  around  fiflabn.  This  Increases  the  market  value  of 
the  FTSE  100  index  by  about  8 per  cent,  diminishing  smaller 
companies'  share  of  the  market.  Non -FTSE  100  stocks 
already  account  for  less  than  a fifth  of  it. 

In  terms  of  price,  the  big  merged  companies  may  r»j 
squeezed  higher  as  demand  from  domestic  index  trackeLVj 
competes  with  international  interest  in  these  stocks.  Ttiisrey 
leaves  smaller  companies  feeling  neglected.  They  may 
instead  attract  the  attention  of  industry  rival*  or  venture 
capitalists.  The  feet  that  bids  from  these  quarters  generafiy 
offer  big  premiums  suggests  the  previous  price  was  ineffi- 
cient But  if  price  distortions  are  becoming  clearer  at  both 
ends  of  the  spectrum,  active  investors  will  surely  reemerge 
to  take  advantage. 


s .w.  •44IMI&9 

. _ % ; «m#e 

- wjtk-''. jvJi 

'■■*■** 


A 


A ft-  DM  A ' - 


7 rf- 
• V " r! 


RESULTS 


Bop*  

Buflougb  — 

CU  PabWihB 

Efts  a Ernrard 

EatatprU*  <fr 

Msh  Continental  A 

ms* 

JanfiMrfc  tats  $ „ 
SuttB  

ft  - a-  am  - *-■ 

XOQtSu  ftgniilKI  H 

w»te  .... 


6 mills  to  Oct  30  * 

vt  to  0a  31  * 

_____  Yr  to  Aug  31 

6 mffis  to  Oct  31 

Yr  to  Oct  31 

Yr  to  Oct  31 

— 6 mths  to  Oct  31 
Yr  to  Sept  30  * 

— 6 mills  to  Od  31 

Yr  to  Oct  31 

6 mths  to  Oct  31  * 


rfto) 

Pn-tax 
prat!  (Bn) 

EPS  (p) 

GuncBt 

pqmeKM 

Dale  m 
papBod 

Dmdonda  - 

ConwponcStg 

dMdend 

ToM  lor 
ynr 

Total  last 
ye* 

|423) 

793 

(656  ) 

205 

naj ) 

S.6 

Feb  22 

5.1 

127 

(2589  | 

12* 

121.7V  I 

6.1  SJ 

113.12  ) 

4.51 

Apr  6 

451 

59 

59 

(1i3) 

0911 

(0515  ) 

123 

(12) 

- 

- 

- 

- 

- 

(364.1  | 

17 

(165) 

124f 

(12.6  ) 

16 

Mar  9 

25 

- 

109 

(25.6  ) 

392 

(1.69*  ) 

10.4 

(59) 

12 

Apr  30 

29 

495 

4,4 

(139.1  ) 

17.6 

(145) 

689 

(56.1  ) 

5.18 

Mar  26 

492 

777 

5.48 

(3.4) 

0575* 

tO.128) 

4.7 

(19) 

- 

- 

. 

- 

- 

(49) 

0927 

(0.158L*) 

3.7t 

C1-34L  | 

- 

- 

- 

- 

- 

(309) 

S92f 

(499  ) 

6.7t 

169) 

1.75 

Feb  19 

125 

- 

4.75 

(177) 

4.66V 

(3.45  ) 

14.tf 

(121  1 

26 

Apr  6 

24 

4 

35 

(69.7  ) 

6.17 

(598 ) 

6.41 

(5.1  ) 

19 

Apr  9 

1.65  , 

■ * 

35 

Buoyant  Christmas  at  Kingfisher 


By  Peggy  HoHngar 
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Kingfisher,  the  retail 
conglomerate,  yesterday  con- 
firmed it  had  enjoyed  a 
buoyant  Christmas,  in  stark 
contrast  to  the  rest  of  UK 
retailing,  with  news  of  a 3-2 
< per  cent  increase  in  campa- 
j table  sales  over  the  holiday 
period. 

On  the  day  the  British 
Retail  Consortium  called  for 
an  “immediate  and  signifi- 
cant" interest  rate  cut  to 
reverse  the  industry’s  foiling 
three-month  sales  trend. 
Kingfisher  reported  itself  to 
be  pleased  with  trading  for 
the  nine  weeks  to  January  2. 

Sir  Geoff  Mulcahy,  chief 
executive,  said  that  although 
customers  had  been  "careftil 
with  their  money  in  the 


run-up  to  Christmas,  overall 
we  are  pleased  with  the 
group’s  performance,  which 
leaves  us  well  placed  to  meet 
our  targets  for  the  year". 

Although  at  3 per  cent. 
Kingfisher's  sales  appear  to 
have  slowed  substantially 
from  the  Increase  of  5 per 
cent  announced  for  the  13 
weeks  to  the  end  of  October, 
analysts  said  this  had  been 
expected.  • ■ • 

The  group  had  turned  in  a 
very  strong  sales  perfor- 
mance in.  the  same  period 
last  year  - particularly  at  Its 
do-it-yourself  chain  B&Q  - 
said  one  analyst,  which 
made  further  big  increases 
this  year  more  difficult  to 
achieve. 

“It  was  a very  solid  state- 
ment," she  said.  “Sure,  there 


has  been  a slowdown,  but  it 
is  not  that  bad  in  the  context 
of  the  sector."  Profit  fore- 
casts were  held  at  roughly 
£565m-£5S5m  ($983m)  for  this 
year. 

Kingfisher’s  trading  state- 
ment appeared  to  confirm 
that  consumers  had  been 
reluctant  to  splash  out  on 
expensive  items  before 
Christmas. 

“We  have  seen  a continua- 
tion of  the  trend  for  people 
to  leave  Christmas  shopping 
later  and  defer  big  ticket 
spending,"  the  group  said. . 
So  the  conglomerate's  star 
performances  before  Christ- 
mas came  from,  the  low 
ticket  mass  merchandise 
chains.  Superdrug  and  Wool- 
worths. 

At  Woolworths.  like-for- 


like  sales  increased  by  5.2 
per  cent,  while  Superdrug 
also  saw  comparable 
Increases  of  more  than  5 per 
cent. 

B&Q  returned  a like-for- 
like  sales  rise  of  0.6  per  cent, 
with  total  sales  up  by  3.1  per 
cent. 

Darty.  the  French  electrl- 
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uarxy,  me  rrencn  eiecni-  _j. 
cals  chain,  increased  comp^ld? 
rable  sales  by  2 per  cent 


local  currency  berms,  and  5 
per  cent  in  total.  Comet,  the 
UK  electricals  retailer, 
reported  like-for-like  sales 
down  0.9  per  cent,  and  total 
sales  up  by  5.8  per  cent 
The  shares  fell  25p  to 
624'Ap,  although  analysts 
suggested  this  was  due  to 
profit  taking  rather  than  any 
disappointment  with  the 
sales  performances. 


Imetal  ‘could  raise  offer  by  25%’ 
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By  Charles  Pretzfic 
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Imetal,  the  French  metals, 
building  materials  and 
industrial  minerals  group, 
conld  raise  its  £680m 
(Si.Ubn)  hostile  offer  for  UK 
rival  Tgngiisfr  china  Clays  by 
up  to  25  per  cent,  analysts 
said  yesterday. 

Olivier  Leflon,  an  analyst 
at  Warburg  Dillon  Read  in 
Paris,  said  he  believed  Ime- 
tal could  raise  its  offer  from 
225p  in  cash  to  280p.  This 
would  value  ECC  at  £847m. 

He  said  such  a move 
would  lift  Imetal's  gearing 
from  a current  20  per  cent  to 
156  per  cent 


“They  certainly  can 
increase  -the  offer,”  Mr 
Leflon  said.  “After  the  acqui- 
sition they  will  generate  sub- 
stantial cash  flow  and  the 
speciality  chemicals  busi- 
ness is  a good  candidate  for 
disposal." 

Analysts  believe  the  speci- 
ality chemicals  division 
could  be  worth  up  to  £l60m. 
The  business,  Calgon,  speci- 
alises in  water  treatment 

However,  analysts  doubted 
whether  Imetal  would  feel 
much  pressure  to  Increase 
its  offer  as  high  as  280p.  Ken 
Rumpf  at  Merrill  Lynch  in 
London  said:  "There  is  a 
lack  of  other  likely  bidders. 


Nobody  else  looks  big 
enough  or  interested  enough 
to  have  a go." 

In  November  last  year, 
Schroder  Investment  Man- 
agement, one  of  ECCs  larg- 
est shareholders,  sold  more 
than  3m  of  its  43m  ECC 
shares.  At  the  time,  ECC 
shares  traded  at  about  I65p. 
Last  month  it  sold  another 
3.5m  at  about  175p. 

Valerie  Mahieddine  at 
Merrill  Lynch  in  Paris,  said 
Imetal  had  the  capacity  to 
raise  its  bid  to  yesterday’s 
market  price  of  240p,  which 
she  said  would  give  it  gear- 
ing of  130  per  cent 

She  said:  “That  would  not 


be  unbearable.  It  would 
stretch  the  balance  sheet 
and  the  synergies  would 
have  to  be  very  high,  but 
they  can  do  that." 

The  estimates  follow  pre- 
sentations In  Paris  yesterday 
by  Patrick  Kron,  Imetal's 
chief  executive.  Imetal 
shares  rose  12  per  cent  yes- 
terday. to  €99.8. 

ECC  shares,  which  rose 
more  than  50  per  cent  when 
Imetal's  bid  was  announced 
on  Monday,  fell  2*Ap  to  240p. 

Imetal  is  controlled  by  a 
joint  venture  company 
owned  by  Canada's  Desmar- 
ais  family  and  Belgium's 
Baron  Albert  Fre're. 
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In  Iadov ’s  busmoss  environment  where  time  is  limited 
and  the  pressure  to  deliver  improved  results  is  aR 
important,  managers  at  all  levels  must  be  financially  astute. 

In  achieving  this,  traditional  methods  of  training  can  be 
rnflcmbto,  costiv  and  time  consuming.  The  Financial  Skffls 
Series  rs  designed  to  enhance  financial  awareness  and 
rwnagerid  business  skills  whflst  offering  flexibility  of  study  and 
C cost  effective  solution  to  your  training  needs. 


This  easy  to  use  step-by-step  training  programme  is  of 
practical  use  to  aR  levels  and  types  of  managers!;  both 
nan-financial  and  financial  orientated,  providing  on-going 
assessment  of  skills  before,  during  and  after  each  course. 


Bespak  warns 
on  second  half 
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By  Ghattas  Pretdk 


Available  as  a comprehensive  financial  training  CD-ROM 
package,  the  equivalent  of  a 4-day  training  seminar,  the 
Financial  Skills  Series  consists  of  three  courses  that  are  also 
avertable  separately. 

1.  FINANCIAL  FUNDAMENTALS 

2.  OPERATIONAL  ANALYSIS 

3.  STRATEGIC  ANALYSIS 


The  Financial  SkJfis  Series  is  an  authorised  version  of  the 
highly  successful  Inteflexis  Finance  series  which  has  more 
then  30,000  users  worid-wide  and  has  been  adopted  by 
many  leading  companies: 


• BOC  • British  Telecom  • Cadbury  Schweppes  • CapGemini 

• Chevron  * Deioitte  & Touche  • Digital  * GKN  Westland 
■ Glaxo  Weflcome  - Hdncrtuen  - Hewlett  Packard 

• IBM  * IC1  • ICL  • Orade* PepsiCo  * Phffips 

• RreBi  * Shell  Intemotianert  • Thom  Group  V V^/  J 

• UK  ftrcf  Office  • UnOever  • Whirlpool  ■ Zeneca  '^2&/ 


CALL  OR  SEND  FOR  YOUR  FREE  DEMONSTRATION  DISK  NOW 


obtain  your  FREE  demon  strut  ior:  d;sk  today,  sirrtpk  ca!!  the 
Financial  Times  Management  G-Mtonicr  Scmcci  Deportment  on  U I 
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Or  complete-  tl''S  iOupon  end  e;:olosc  it  in  an  rn»cbpc  odd  re,  set!  to  Firranc-a!  Time-i  Management 
(Dept.  CS),  FREEPOST  Sloidburn  Crescent,  Fyldc  Road,  Southport  PR9  9BR 
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Bespak,  the  maker  of  asthma 
inhalers  and  other  drug-de- 
livery devices  and  valves, 
warned  that  the  outlook  for 
the  second  half  was  weaker 
than  had  been  expected. 

Hie  shares  tumbled  73V»p 
to  912‘Ap  yesterday  after  ana- 
lysts cot  their  profit  fore- 
casts for  this  year  by  up  to  8 
per  cent 

Matthew  Lopez,  at  Dresd- 
ner  Klein  wort  Benson,  cut 
his  pre-tax  forecast  by  £1.2m 
to  £I4m  (S23.5m),  against 
£L3jSr,  and  Liz  Crouchman, 
at  CSFB,  cut  her  prediction 
by  a similar  amount 

Bespak  said  in  Europe  It 
now  expected  a more  rapid 
decline  in  volume  of  sales 
from  valves  which  use 
chlorofl  uorocarbons  as  pro- 
pellants for  asthma  inhalers 
to  valves  using  more  envi- 
rotunen tally-friendly  propel- 
lants. 

Peter  Chambrg,  chief  exec- 
utive, said-  “We  were  expect- 
ing a 10  per  emit  cut  in  valve 
sales,  but  now  weTe  expect- 
ing a 20  per  cent  drop 
through  the  year  In  total.” 
This  was  because  customers 
were  bringing  forward  their 
transition  from  CFCs  to  the 
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Peter  Chambre:  expects  a 20 
per  cent  drop  in  valve  sales 
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new  hydrofluoroalkane  pro- 
pellanL  However,  he  added 
that  the  problem  was 
“shnrt-term". 

The  group  also  reported 
difficulties  with  Tenax,  a 
contract  manufacturer 
which  makes  components 
for  medical  devices  but 
which  has  been  hit  by  con- 
solidation among  its  custom- 
ers. 

Overall,  Bespak  s pre-tax 
profit  rose  7 per  cent  to  tfm 
despite  a l per  cent  decline 
in  turnover  to  £4iJ9m  after 
strong  growth  from  dry-pow- 
der inhalers. 
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If  you  would  like  to  advertise, 
or  require  any 

further  information,  please  contact: 
Sherie  Donovan 

Tel.  0171-873-4928  Fax:  0171-873-4296 
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Profit-taking  hits  Europe  in  volatile  trade  * 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 
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EUROPEANOVERyj^y 

By  Vincent  Botand 

Bunajesui  stock  markets  fell 
ftirther  yesterday  as  profit- 
taMng  following  last  week's 
Stitmg  gains  took  hold  and 
euro  slipped  against  the 
US  dollar. 

The  weaker  mood  was 
reinforced  by  some  analysts' 
downgradings  and  fears 
about  banks'  exposure  to 

FTSE  EMoc  100  ■ 


Brazil  and  China's  invest- 
ment corporations. 

Dealers  said  trading  was 
volatile,  and  Wall  Street's 
weaker  opening  confirmed 
the  downward  trend.  Share 
prices  in  the  main  markets 
fell  about  L5  per  cent,  with 
analysts  noting  that  despite 
the  weaker  tone  this  week, 
markets  remained  very  high 
and  vulnerable  to  further 
selling  pressure. 

The  FTSE  fiurotop  300 


Index  of  leading  shares  fell 
19J23  to  1,215.91,  While  the 
FTSE  Euro  top  100  index  fell 
39.92  to  2,823.  The  FTSE 
Ebloc  ioo  index  of  euro-zone 
shares  closed  1&37  lower  at 
1J129-22. 

Most  sectors  lost  but  some 
were  worse  than  others.  A 
particularly  grim  performer 
was  restaurants /breweries, 
which  tumbled  &2  per  cent 
after  a slew  of  profit  warn- 
ings from  UK  operators. 


That  weighed  On  the  entire 
sector,  and  Bass  fell  CLIO  to 
€11.44.  Fears  that  people 
were  not  drinking  enough 
beer  also  hit  the  brewers, 
with  Heineken  down  €1.20  at 
C4&85. 

Computer  services  group 
Cap  Gemini  tumbled  €20  to 
€136  as  investors  took  profits 
amid  fears  earnings  in 
the  sector  could  be  hit  by 
problems  associated  with  the 
millennium  bug.  SAP  also 


•V  T-- 


'*3 

nte ■ -m- 
*r- 

> *'»■_.  1 ' 
**•  f . 

i In  ’ 

Wv.-  - - 
*-■ - 


V Cl  MV  . 

■ 

ta**'  r. 
J i- 

> 

f.NUr  . 

*■  » J:.  ••• 

iirfi 

f'  • 
■,/».  ‘ "■ 

•f 


m nim  mouth  Sfflo  amwes  {Ufftj  Eaiini  nf  ioo% 
Opan  Sen  price  Change  Hgh  Low 
96010  96-910  +4010  96-910  S&910 


Jon 

Sep 


-1 


97.065 

sr.no 

KJOD 


+amo 

*0025 

*0.030 


&*.  wl  Open  U. 
100  5944 

0 2489 

0 1532 

0 669 


(VIS 


TMHi  MOUTH  BUM  OFTHHtt  ftJFf-g  Eculm  pataS  0 1QQ% 

SMkS  — — fane  - .. 

Price  •tnFebUarjuijgaFttMvJui 

sreoo  o 0.010  002s  o.ieo  aogo  5100  aus  0095 

sn®  0 0 OJKB  5*15  0215  own 

ES.  Wl  HIM,  Cafc  SOO  Ms  100.  ftmtoc  deft  opw  I*.  CW  0 Pm  0 


at  Kiniifisi 


■ i^awoiig  ioo  wogRnuRBfljTO&aiaiwiisiwHK  port 


Open 

283811 


Sett  pika  Change 
2845J)  -37.0 


Hgh 

2845-0 


Ln«> 

28380 


EsL  wol  Open  Idl 
55  5744 


119.  '-J**-' 


•vFrib-.- 
ftp  ta'i-v 
I-  +1"*— «+ 

Ulr  WM*  • 

W 

Kfik***l 
: *•?> 

:J.  7 

***  -«• 
•*»  ''  ----- 
►***  ’• 
***••?’  ■ 


■ BflD  STYLE  FTSE  HJROTOP 100  MDEX  OPIUM  (AH)  EcolO  per  hdK  pcU 

r 263)  2700  2750  2H0  2850  2900  2SGD  3000 

CPCPCPCPEPCPCPCP 
M 2C08  214  816712  123  19  83  31  51W2B774B120 

RS  J1753Z77B3  233  75  2WWT72W5  143  120  t14tS213#165 

Esl  w * HI ft-  . Pro*  deft  HH  IWB  nft  674b . Praerim  Am  n bund  on  iMHwwi  prim. 


RR? OTHER  INDICES 

f7.  JHI  Ju  Jan 

199OT 

ShncaniMki 

12 


11 


8 


Ogh  lew  M*. 


I m 


DJ  Stew  SO  3468.15  350420  356924  36X182  243107  367502  243307 

DJ  ElIO  SOr  50  3502.38  3546.40  301657  366638  241823  366636  241123 

USO  Bmpe  122635  123258  125102  131655  B06S9  131555  51673 

Seucc  EnHUpwi  of  FT  HfcnnaUpn.  -SUM  to  rente  nte  day.  W inWnMe. 


1 FTSE  Actuaries  Share  Indices 

European  series 

Jaa-tai 

Mhnl  & Regloaal 
Mates 

EUD 

tadn 

Dajrs 

ft 

dangs 

port* 

feu 

prase  ft 

xd  >4 
)* 

Total  m 
£m$  € 

FTSE  Bmp  300 

121SJ71 

-146 

-1923 

224 

611 

125211 

FTSEEmteplDO 

2S23.00 

-139 

-3933 

227 

618 

101139 

FTSEBtelOO 

102322 

-175 

-1837 

910 

600 

1044J3 

FTSEBsuMI 

1171 .65 

-0-D4 

-11.16 

248 

613 

1214,15 

FTSEEnnMd  S6k 

123564 

-107 

-1332 

225 

605 

126135 

FTSEEWnHd  Ex  UK 

1253 .62 

-088 

-1648 

217 

004 

127637 

FTSE  EnroMp  300  Badont 

BnUoe 

128457 

-131 

-2370 

138 

600 

131216 

IK 

11123) 

-143 

-1639 

270 

040 

116620 

Eonpa  Fs-euottfc 

115746 

-128 

-1501 

242 

022 

119940 

Eunpa  BHK 

1275.14 

-142 

-1972 

202 

600 

129940 

FIXE  EmiOuh  tadoBftT  sactac 

BBOUKEB 

8BZ45 

+047 

+408 

330 

600 

90241 

Mntag 

76647 

+341 

+2644 

440 

non 

77933 

Of  A a* 

83* JD 

+046 

+340 

. 228 

DM 

85*31 

B69C  HMS1BE5  ’ 

106243 

-184 

-1545 

272 

600 

108523 

CtaHofi 

82372 

-142 

-1372 

272 

600 

B3626 

Cononaon  ft  BU  MBA 

8313) 

-149 

-1601 

247 

040 

93635 

Fnaftqr  ft  Piper 

914.42 

-008 

-671 

337 

040 

95623 

flEBBRAL  BDOSmUtS 

110744 

-104 

-1144 

248 

613 

113133 

Mmpeta  ft  Defeat* 

85544 

-030 

-740 

145 

040 

867.14 

Olwnfhd  hUU»i 

100634 

-141 

-1642 

139 

040 

1031X1 

Bwto*  ft  Beet  6rti 

99536 

-100 

-1003 

143 

040 

1000-7H 

Bifwkg  ft  MkHohj 

+009 

+695 

427 

645 

93651 

C1QJMLC0SS  HOODS 

132578 

-176 

-2349 

249 

600 

188228 

PsSmmMis, 

987.71 

-141 

-1622 

235 

040 

mcbt 

Housefxai  6oafe  ft  Texta 

127051 

-1.45 

-1664 

329 

600 

128138 

MOM-CYC  CONS  BOOK 

128141 

-148 

-24.18 

1.44 

QUO 

129S31 

Bnmges 

94338 

-4JM 

-3645 

240 

600 

983.75 

Food  Produce™  ft  Pimm 

97351 

-148 

-1668 

148 

040 

9B530 

(Mb 

93643 

-lOI 

-943 

614 

600 

95695 

ndagbn 

75SJ5 

-005 

-725 

1.19 

040 

75668 

Feaontf  Can  ft  Hse  Pmds  109383 

-2.45 

-27.43 

048 

600 

110117 

PtamBEsuttesM 

115146 

-1.70 

-1935 

1.10 

040 

115751 

Tobacco 

T43833 

-a.  ifi 

-228 

336 

000 

1488.75 

ncuou-sanca 

1219.75 

-147 

-2325 

248 

047 

1256.12 

DUAuto 

78774 

+243 

+2147 

274 

040 

79650 

Gemnl  lumen 

104149 

-202 

-2142 

290 

146 

103426 

Him  ErtoW!  ft  HaHs 

33334 

-234 

-1937 

241 

642 

85657 

Mad*  ft  miugi4«iy 

105770 

-129 

-1343 

216 

600 

108649 

M,  PUB  ft  ftBBBtea 

777.40 

-520 

-4242 

340 

264 

80249 

awortSentoes 

1B4441 

-138 

-21.07 

140 

040 

105549 

Tranqwt 

91607 

-1.10 

-1023 

247 

040 

93540 

m-crcucAL  ssvs 

129223 

-130 

-1708 

145 

600 

133604 

Food  ft  Drag  Melees 

1064.13 

+671 

+737 

148 

040 

110048 

TMecoonuilcataa  Sana 

1254.17 

-130 

-2236 

148 

040 

127285 

iimnss 

151649 

-127 

-1653 

239 

602 

180677 

QecUdty 

118047 

-043 

-7.48 

296 

602 

121849 

Qas  DfefttxOoo 

119737 

-3.45 

-4201 

145 

041 

131838 

wear 

926.13 

-1.17 

-1032 

531 

040 

96932 

muons 

129029 

-134 

-2548 

242 

600 

1334.76 

Berta 

88602 

-148 

-1635 

340 

040 

69842 

tamnes 

104179 

-147 

-17.67 

144 

600 

105636 

'Jta  Astvmce 

119036 

-246 

-35.03 

143 

600 

12054* 

nrasttnot  CMpartM 

100740 

-132 

-1948 

148 

600 

1031.15 

taf  Estate 

66209 

-038 

-242 

348 

040 

68022 

Specialty  & Other  Fla 

86249 

-340 

-3634 

260 

040 

87639 

MHMWmON  TECH 

88840- 

-277 

-2524 

1.17 

040 

88831 

Wbneaiui  TteH  flwtewi 

94549 

-131 

-1543 

1.40 

600 

9*734 

SnAHn  ft  Cmprter  San 

75330 

-S-12 

-4049 

040 

640 

7554B 

continued  weaker  after  last 
week's  disappointing  profit 
figures,  down  €12.60  at 
€299.50. 

Olivetti,  €020  lower  at  €3, 
sent  telecommunications 
stocks  into  a spin  amid 
reports,  seen  as  farfetched, 
that  it  was  preparing  to  buy 
a big  stake  in  Telecom  Italia, 
which  rose  €0.10  to  €7.94. 
Profit- taking  knocked  back 
Richemont,  which  fell  €8790 
to  €1,452.27  following  the 

agreed  takeover  this  week  of 
Rothmans  by  BAT,  which 
closed  €090  higher  at  €993. 

Dresdner  Bank  led  the 
banking  sector  lower  amid 
concerns  about  exposure  to 
emerging  markets  and  ftTVfed 
€2.10  lower  at  €3&50.  French 
banks  were  also  weaker. 

BNP  falling  €5  to  €7205. 

LVMH  feD  after  it  said  it 
had  taken  its  stake  in  Gucci 
to  nearly  15  per  cent  through 
the  purchase  of  shares 
owned  by  Prada.  The  Bhares 
fefi  €4.80  to  €206.40. 
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There’s  only  one  place  to  go  for  your  euro  solutions. 

And  here  they  all  are. 


www.  tbm.  com/eura/'/mpacte_and_opportunrties 


www.ibm.com/etJro/and_dual_pricing 


www.ibm.com/eura/noLon_my_keyboard 


www.ibm.com/euro/and_e-business 


www.ibm.com/euro/i_need_more_resources 
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above.  Or  try  wwwJbaunmjbuio.  Ehher  way  youQ  end  up  at  the  IBM  euro 
solutions  Vbb  site.  And  there,  whatever  ynur  company  size  and  irrmptruve  of 
^ how  lar  akxg  the  road  lo  fiJJ  ad^Jlatiaii  jou  are,  you'll  find  cwrylhing  you 
tBMEvnfomty  need  In  cope  whh  the  challenges  and  realise  the  opportunities  of  the  snngjt* 

currency.  Its  an  invaluable  efcw  of  euio  inJonmticn,  wrnres  and  ptxKxilai  designed  to 
help  make  your  otgannatioas  euro  plus  an  tfreigbtfsvaid  and  bncfidal  as  poaable. 
R-d  tree  to  vish  'wwwabm.com/euro  or  call  Edvard  Owens  a 44  (0)  9W  557711. 
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Treasuries  lead  Europe  Mgher 


INTERNATIONAL  CAPITAL  MARKETS 

Elevator 


BENCHMARK  BONDS 


By  Arkady  Ostrovsky  bit  Loodon 
and  John  Labate  in  Haw  York 

Most  bond  markets  closed 
higher  yesterday  alter  the 
surge  of  the  Japanese  yen 
against  the  US  dollar  was 
brought  to  a halt  by  the 
reported  intervention  of  the 
Bank  of  Japan. 

The  yen-dollar  exchange 
rate  regained  some  balance 
at  about  Y112  to  (he  dollar, 
which  sent  bond  prices  up  as 
fears  subsided  - at  least  for 
the  moment  - of  a big  repa- 
triation of  funds  from  the  US 
by  Japanese  investors. 

The  30-year  Treasury 
jumped  by  more  than  a point 
in  early  trading,  prompting 
European  markets  to  fellow 


suit.  The  German  bund 
future  rose  0.77  to  116.76. 
Analysts  said  German  data 
showing  a worse- than-expec- 
ted  2.3  per  cent  slide  in 
industrial  output  in  Novem- 
ber were  all  but  ignored  by 
the  market. 

James  Mitchell  at  Nomura 
said  markets  had  been  more 
concerned  lately  with  larger 
global  events  such  as  volatil- 
ity in  the  dollar-yen 
exchange  rate  and  the  trou- 
bles in  Brazil  than  with 
national  economic  data  in 
euro-zone  countries. 

The  Brazilian  bond  mar- 
ket continued  to  tumble  with 
the  benchmark  C bond  drop- 
ping almost  2 points  to  54.75, 
sparking  new  fears  of  a 
devaluation  of  the  currency. 
Mr  Mitchell  said  a 90-day 


moratorium  cm  federal  debt 
repayments  declared  by  the 
state  of  Minas  Gerais 
suggested  regional  gover- 
nors in  Brazil  were  less  con- 
cerned than  the  federal  gov- 
ernment with  fiscal  reform. 

“The  issue  is  not  the  size 
Of  debt,  but  whether  the  fis- 
cal plan  agreed  with  the  IMF 

last  year  wifi  make  the  grade 
at  state  level”  said  Richard 
Gray  at  Bazik  of  America. 

The  UK  10-year  gilt  fixture 
fell  0.51  to  116.73.  Andrew 
Roberts  at  Merrill  Lynch 
said  the  market  was  not  pri- 
cing in  the  potential  down- 
side in  the  market  from  the 
Increasing  supply  of  UK  cor 
porate  bonds  and  the  possi- 
bility of  a soft  landing  for 
the  economy. 

The  Dutch  State  Treasury 


yesterday  raised  €2ibn  in 
its  first  euro-denominated 
bond  issue.  The  10-year 
bonds  have  a coupon  of  3.75 
per  cent  and  were  priced  to 
give  an  average  yield  of  358 
per  cent  The  issue  was  toe 
first  test  for  the  Dutch  pri- 
mary dealership  system 
iminrhpd  last  year  to  widen 
the  Investor  base  for  Dutch 
bonds. 

Leo  Verwoerd.  head  of  toe 
Dutch  debt  management 
office,  said  toe  issue,  which 
was  priced  at  2-3  basis  points 
above  market  prices,  had 
attracted  many  overseas 
investors  and  was  the  first 
step  in  reducing  the  yield 
gap  between  the  Netherlands 
and  other  AAA-rated  coun- 
tries such  as  France  and 
Germany.  “We  will  not  be 


satisfied  until  we  are  the 
samp  level  as  toe  benchmark 
[Germany!"  he  added. 

Analysts  said  this  was 
unlikely  to  happen  in  the 
immediate  fixture,  as  inves- 
tors still  demanded  a pre- 
mium for  markets  with  low 
liquidity. 

In  toe  US,  Treasuries  ral- 
lied in  midday  trade.  The  30- 
year  bond  was  IK  up  at  100§ 
to  yield  5.218  per  cent  Two- 
year  notes  climbed  4 to  99fi, 
yielding  4.641  per  cent,  and 
10-year  notes  gained  ft  to 
99%,  yielding  ASM  per  cent 

A series  of  economic 

reports  wifi  be  released  this 
week,  starting  today  with 
producer  prices.  New  data 
on  consumer  prices,  retail 
sales  and  industrial  produc- 
tion will  follow. 


Jumbo  issues 
take  the  lead 


NEW  ISSUB5_ 

By  Brawn  Merchant 

Jumbo  issues  dominated 
Activity.  Freddie  Mac.  the 
triple  A rated  US  home  loan 
lender,  offered  a five-year 
!3bn  bond,  while  Morgan 
Stanley  Dean  Witter  issued 
a $2bn  global  bond,  also  of 
five-year  maturity. 

The  self-arranged  MSDW 
bond  was  priced  to  yield  105 
basis  points  over  five-year 
US  Treasuries,  a slightly 
generous  pricing  that  tight- 
ened by  two  basis  points. 

The  MSDW  bond  was  one 
of  several  aimed  at  investors 
beyond  traditional  arenas. 
More  than  half  was  bought 
by  investors  outside  the  US. 

This  broadening  of  inves- 
tor profiles  is  one  conse- 
quence of  the  euro,  which 
has  encouraged  Asian  inves- 
tors, for  instance,  to  snap  up 
euro-denominated  paper,  and 

European  investors  to  go 


WORLD  BOND  PRICES 


down  the  yield  curve  in 
search  of  higher  yield  among 
lower-rated  credits. 

ING  Bank  made  its  debut 
in  the  euro-denominated 
market  with  its  hugest  ever 
bond,  again  pitched  at  non- 
traditional  investors  outside 
the  Low  Countries. 

The  €lbn  bond  was  the  lat- 
est take-up  in  the  bank’s 
recently  revised  €14bn  medi- 
um-term programme. 

Take-up  on  the  10-year 
bond  was  strong,  evidence  of 
the  healthy  demand  for  long- 
dated bonds,  particularly 
from  foreign  institutions 
looking  for  higher  yield. 

The  appetite  for  bonds  at 
the  long  end  of  the  yield 
curve  is  being  driven  by  an 
environment  of  low  and  fall- 
ing interest  rates,  which  gen- 
erally benefits  longer-dated 
paper. 

The  bond  was  priced  to 
yield  60  basis  points  over  the 
new  2009  bund  and  traded 
unchanged. 
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Northern  Rock  also  man- 
aged to  recast  itself  among 
investors,  launching  its  first 
bond  in  three  years  and  the 
first  since  it  swapped  mutual 
status  to  become  a quoted 
bank.  Northern  Rods  was  for 
decades  a pillar  of  the 


north-east  England  home 

landing  market  - and  hardly 
a familiar  came  with  conti- 
nental European  investors. 

Its  £25  Om  floating  rate 
note,  part  of  a $5bn  medium- 
term  note  programme,  was 
designed  to  redress  the 
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imbalance.  Investors  from 
Germany,  Ireland  and  toe 
Benelux  countries  ' were 
among  those  who  bought  the 
issue.  It  was  priced  to  yield  a 
spread  of  Libor  plus  14  basis 
points  and  was  trading 
unchanged. 


Euro 
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group  pays 
$200,000 
settlement 

By  NBdd  Taft  m Chicago 


Andereons,  one  of  the  main 
grain  elevator  companies  in 
the  Toledo,  Ohio,  area,  has 
agreed  to  pay  $200,000  to  set- 
tle a dispute  over  customised 
agricultural  futures  con- 
tracts with  the  Commodity 
Futures  Trading  Commis- 
sion, toe  US  futures  industry 
regulator. 

The  settlement  is  one  °f 
the  largest  in  the  long-run- 
ning fracas  over  “hedge-to- 
arrive"  contracts.  The  use  of 
customised  agricultural 
derivatives  was  banned  in 
toe  1930s  tn  the  US  because 
of  problems  with  fraud  and 
other  abuses. 

But,  in  mid-1990s, 
some  participants  in  the 
nation's  grain  industry 
to  develop  private  for- 
ward contracts,  known  as 
"HTA  contracts'’,  requiring 
physical  delivery  at  a set 
price  with  the  date  variable. 

When  grain  prices  surged, 
losses  running  into  hun- 
dreds of  millions  of  dollars 
resulted,  and  the  legality  of 
these  contracts  was  ques- 
tioned. The  CFTC  has 
brought  complaints  against 
a number  of  participants, 
and  also  settled  with  some. 

The  regulator  says  the 
Andersous’  contracts 
involved  "the  purchase  or 
sale  of  a commodity  for 
delivery  in  the  future  at  a 
price  or  pricing  formula 
agreed  when  the  contract 
was  initiated",  and  was 
designed  to  shift  price  risk  - 
and  thus  amounted  to  illegal 
futures  contracts. 

However  one  commis- 
sioner dissented,  pointing 
out  they  were  only  offered  to 
commercial  counterparties 
and  that  they  did  include  a 
contractual  obligation  to 
deliver. 

Andersons  did  not  admit 
or  deny  the  findings. 


securities  BANK  EYKPR|WTE  investors 

Japan  to  sell 
holdings  of 
financing  bills 


gy  fiOan  Tatt  m Tokyo 


The  Bank  of  Japan  plass *° 
start  gghing  off  its  Y20,000bn 
($l63bn>  holdings  of  financ- 
ing bills,  short-term  govern- 
ment securities,  to  private 
investors  for  the  fiist  time 
next  month. 

The  decision  has  been  set 
off  partly  by  government 
plans  to  liberalise  the 
Y30,000bn  FB  market,  whim 
has  hitherto  been  dominated 
by  the  bank  and  other  gov- 
ernment institutions. 

However  the  planned  sales 
have  also  been  triggered  by 
the  bank's  growing  unease 
about  toe  recent  increase  in 
its  balance  sheet.  This 
surged  to  Y9l.000bn  to 
December,  an  annual 
increase  of  27  per  cent. 

Government  officials  insist 
that  the  sales  of  FBs  are 
unlikely  to  raise  short-term 
interest  rates  too  sharply 
since  they  believe  there  is 
strong  demand  among  pri- 
vate investors  for  these  FBs. 

Nevertheless,  some  traders 
fear  the  bank's  sales  could 
fuel  oversupply  problems  in 
the  overall  government  secu- 
rities markets,  particularly  if 
the  bank  encourages  inves- 
tors to  purchase  FBs  at  the 
expense  of  other  instru- 
ments, such  as  Japanese 
government  bonds. 

The  bank's  sales  are  likely 
to  be  closely  watched  by  the 
market  because  the  bank  is 
conducting  an  intensive 
internal  debate  about  the 
degree  to  which  it  should 
hold  government  securities 
on  its  balance  sheet. 

The  bank's  role  in  the  gov- 
ernment securities  market 
has  become  particularly 
important  because  toe  Trust 
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Fund  Bureau,  a state  institu- 
tion. has  recently  decided  to 
stop  most  purchases  of  Japa- 
nese government  bonds. 

The  Bureau’s  stance  has 
pushed  yields  sharply  higher 
in  recent  weeks,  since  it  has 
traditionally  absorbed  a 
large  proportion,  of  JGBs, 
and  the  government  plans  to 
raise  its  issuance  sharply. 

Some  government  ofBrialAS 
and  politicians  have  conse-fN 
quently  suggested  that  the 
bank  should  purchase  more 
JGBs  itself  to  plug  this  gap  - 
and  thus  reduce  yields.  How- 
ever, the  bank  is  reluctant  to 
raise  its  JGB  holdings, 
which  stand  at  YSO.OOObn. 
Instead,  most  senior  officials 
want  to  reduce  the  bank's 
balance  sheet  to  make  it 
more  liquid  and  transparent 

In  the  longer  term,  offi- 
cials hope  this  aim  wiB  leave 
ffie  b»Tik  bolding  fewer  JGBs 
but  more  short-term  govern- 
ment securities,  such  as 
Treasury  Bills  and  FBs. 

However,  in  the  short 
term,  the  bank  has  decided 
to  start  selling  its  holding  of 
FBs  because  it  recognises 
that  the  FB  market  is  one  Qf  . 
the  most  illiquid  and  diuft 
torted  to  Japan.  w} 

At  present,  the  interest’’ 
rate  on  FBs  Is  set  by  toe 
Ministry  of  Finance  at  0.125 
per  cent,  well  below  market 
levels.  Consequently,  private 
investors  have  shunned  the 
market,  forcing  the  bank  to 
buy  most  FBs  at  a loss. 

However,  in  April  the  gov- 
ernment will  start  conduct- 
ing open  FB  auctions  for  the 
first  time.  This  move  is 
likely  to  push  the  interest 
rate  up  sharply  and  could 
attract  private  investors  for 
toe  first  time. 
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Japanese  make  timely  intervention 
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MATOOEIS  RBPORT 

By  Alan  Beattie 

An  intervention  by  the  Rppft 
of  Japan  which  may  prove  to 
have  lasting  repercussions 
pushed  the  yen  down 
sharply  against  the  dollar 
yesterday. 

It  was  the  first  time  that 
the  Japanese  authorities  are 
lmown  to  have  intervened  in 
the  foreign  exchange  mar- 
kets to  support  the  dollar 
since  1996. 

Although  there  was  no  for- 
mal confirmation  of  the 
‘action  from  the  Bank  of 
Japan  or  the  Ministry  of 
Finance,  market  counter- 
. \ parties  privately  confirmed 
yrAhat  there  had  been  substan- 
tial  purchases  of  dollars. 

The  first  bout  of  dollar 
buying  was  believed  to  be 
early  in  the  Asian  session, 
and  knocked  the  yen  sharply 
lower  from  around  Y108  to 
Yin.  The  second  came  at 
the  end  of  Asian  trading, 
and  dealt  another  firm  blow 


to  flie  yen.  pushing  it  down 
toYli2A 

The  currency  then  stayed 
around  this  level  for  the 
remainder  of  London  trad- 
ing. dosing  at  YllLS, 

Traders  estimated  that  the 
Bank  of  Japan  bought  a total 
of  between  $l-$3bn,  a rela- 
tively small  intervention 
compared  with  the  large 
sums  spent  last  spring  to 
support  the  yen. 

“The  intervention  was 
effective  for  two  reasons,” 
said  Robert  Lynch,  currency 
strategist  at  Paribas  in  New 
York.  “First,  the  markets 
were  caught  somewhat  by 
surprise."  Many  traders  had 
not  expected  the  Bank  of 
Japan  to  act  until  the  Y105 
level  was  breached. . 

“Second,  the  market  was 
expecting  a further  weaken- 
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ing  in  the  dollar,”  be  added. 
Mr  Lynch  said  that  the  risk* 
reversals  for  dollar/yen 
showed  that  the  market  was 
heavily  on  the  side  of  the 
dollar's  Slide  continuing. 

The  thin  market  was  also 
cited  as  a reason  for  the  con- 
spicuous success  of  a rela- 
tively small  intervention. 

Analysts  said  that  the  key 
behind  the  move  was  the 
desire  to  stop  the  yen's 
climb  accelerating  towards 
Yioo. 

“Movements  in  the  yen 

oftftl)  grain  a,  rafirapwtiim  of 

their  own,”  said  Tony  Nor- 
field,  currency  strategist  at 
ABN-Amro  in  London. 

“Once  the  yen  starts  app- 
reciating, capital  outflows 
slow  further  as  Japanese 
investors  start  worrying  that 
their  external  assets  will  be 
worth  less  in  yen  terms.  At  a 
time  when  the  country  needs 
to  recycle  a huge  current 
account  deficit  each  month, 
this  creates  further  yen 
strength  and  so  a vicious  cir- 
cle is  set  up,"  he  said. 
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POUND  SPOT  FORWARD  AGAINST  THE  POUND 
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Mr  Norfleld  added  that  the 
aim  of  the  Intervention  was 
to  "get  the  ball  rolling  the 
other  way,”  providing  a floor 
for  the  dollar  to  encourage 
capital  expatriation  and  sup- 
port Japanese  exporters. 

Assuming  that  the  Rank  of 
Japan  manages  to  keep  the 
yen  below  YliO,  many  strate- 
gists believe  that  it  could 
keep  in  a fairly  narrow 
range  in  thB  near  fixture. 


Many  exporters  and  life 
assurance  firms  with  assets 
abroad  are  believed  to  be 
lying  in  wait  to  sell  dollars 
around  the  Y115  level,  which 
may  prevent  a rapid  move- 
ment the  other  way. 

But  in  the  longer  term, 
unless  Japanese  investors 
regain  their  risk  appetite, 
there  appears  no  particular 
reason  that  the  yen  cannot 
revisit  the  highs  above  YllQ. 

The  decision  to  intervene 
has  revealed  apparent  confix- 
sion  between  key  ministers 
in  the  Japanese  government 
Eisuke  SakaMbara,  the  vice 
minister  for  international 
affairs  at  the  ministry  of 
finance  known  as  “Mr  Yen" 
for  his  influence  over  the 
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foreign  exchange  market  in 
Japan,  unexpectedly 
expressed  satisfaction  at  the 
level  of  the  yen  last  week, 
contributing  to  its  rise. 

But  following  Monday’s 
comments  by  his  ministerial 
colleague  Koji  Tanami  that 
the  strength  of  the  yen  was 
undesirable,  this  view  has 
been  disowned.  Mr  Sakaki- 
bara  appeared  to  perform  an 
about-turn  yesterday,  saying 
that  excessive  yen  strength 
wag  as  bad  as  excessive  yen 
weakness. 

Ministers  stopped  short  of 
an  official  admission  of 
intervention.  The  closest  to 
it  were  the  cryptic  com- 
ments of  Kiichi  Miyazawa, 
the  Owumh  minister. 

Although  he  declined  to 
comment  directly  on  inter- 
vention, his  reported 
remarks  were  that  he  left  it 
to  government  experts  to 
deliver  stability  in  the  yen. 
Recent  movements  in  the 
currency  had  been  “a  bit 
rapid”,  he  added. 
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AUCTION  NOTICE 


UK  GOVERNMENT  EURO 
TREASURY  NOTES 


FI  NAN  CIA  L TIMES 

No  FT.  no  comment. 


For  auction  on  19  January  1999 

1.  The  Bank  of  Enfitfand  announces  the  sate  by  Her  Majesty's 
Treasury  of  euro  500  miKon  nominal  of  UK  Government  Euro 
Treasury  Notes,  for  auction  on  a bid-yield  basis  on  Tuesday, 
19  January  1999.  An  adcfitional  euro  600  mKon  nominal  of 
Notes  win  be  aflotted  directly  to  the  Bank  of  England  for  the 
account  of  the  Exchange  Equalisation  Account  ftEA’). 

2.  The  euro  500  mifflon  of  Notes  to  be  sold  by  auction  wffl  be 
dated  28  January  1999  and  win  mature  on  28  January  2002. 
Notes  will  bear  an  annual  coupon  payable  on  28  January, 
starting  on  28  January  2000.  Payment  for  Notes  allotted  in  the 
auction  wfl  be  due  on  28  January  1999. 

3 The  arrangements  for  the  auction  are  set  out  in  the 
Information  Memorandum  on  the  UK  Government  Euro 
Treasury  Note  programme  Issued  by  the  Bank  at  England  on 
behalf  of  Her  Majesty's  Treasury  on  12  January  1999  (the 
'Information  Memorandum”}.  This  auction  will  be  subject  to 
the  provisions  of  the  Information  Memorandum  and  to  the 
provisions  of  this  notice. 

4.  The  auction  will  be  open  to  anyone  who  wishes  to  apply. 
AH  applications  must  be  made  on  the  printed  appfication  forms 
available  on  request  from  the  Bank  of  England  or.  in  the  case 
of  the  market  makers  listed  In  the  Information  Memorandum, 
by  telephone.  Completed  appfication  forms  must  be  lodged, 
by  hand,  at  the  Bank  of  England,  Customer  Settlement 
Services,  Threadneedie  Street.  London  not  later  than 
10.30  am,  London  time,  on  19  January  1999. 

5.  Applications  must  be  male  on  a yield  basis  (calculated  on 
the  basis  of  the  actual  number  of  days  In  the  year  and,  in  the 
case  of  an  incomplete  year,  the  number  of  days  elapsed) 
rounded  to  two  decimal  places.  Each  appfication  form  must 
state  the  yield  bid  and  the  amount  bid  for. 

B.  Each  application  at  each  yield  must  be  made  on  a 
separate  application  form  for  a minimum  of  euro  500,000 
nominal.  Applications  above  this  minimum  must  be  in 
multiples  of  euro  100,000  nominal. 

7.  Notification  wil  be  despatched  on  the  day  of  the  auction  to 
applicants  whose  applications  have  been  accepted  in  whole  or 

..-t-r  . . . . -t  0f  Notes  in 

Cedettrank, 


For  applicants  who  have  requested  definitive 
be  avalabie  for  coflectton  at  Customer  Settlement  Services  at 
the  Bank  of  England  after  1.30  p.m.  on  28  January  1999 
provided  cleared  funds  have  been  credited  to  the  Bank  of 
England's  Euro  Treasury  Notes  Account  No.  59045828  with 
Lloyds  Bank  PLC,  Bank  Relations,  St  George's  House.  PO 
i,  London  EC3M  ILL  and  provided  that 
> received  satisfactory  evidence  of 
Definitive  Notes  will  be  avaflable  in 
amounts  of  euro  1,000,  euro  10,000,  euro  100,000  and 
euro  1,000.000  nominal.  H any  applicant  whose  application  is 
accepted  has  requested  definitive  Notes,  other  applicants 
whose  application  has  been  accepted  and  who  requested 
Notes  in  global  form  may  nevertheless  be  required  to  accept 
definitive  Notes  under  the  roles  and  procedures  of  Eurodaar 
and/or  Cedetoank.  In  such  event,  such  definitive  Notes  win  be 
held  by  [he  Bank  of  England  as  the  spectefised  depository  tor 
Eurodear  and/or  Cedelbank.  in  such  denominations  as  the 
Bank  of  England  may  determine,  for  such  applicants  who 
requested  Notes  ii  global  form. 

8.  Her  Majesty's  Treasury  reserves  the  right  to  reject  any  or 
part  of  any  auction. 

9.  The  euro  600  miEon  of  Notes  to  be  allotted  directly  to  the 
Bank  of  England  for  the  account  of  the  EEA  will  be  dated 
28  January  1999  and  wifi  be  for  maturity  on  28  January  2002. 
Euro  50  ridGon  nominal  of  these  Notes  will  be  retained  by  the 
Bank  of  England  for  the  account  of  the  EEA  and  may  be  made 
available  for  sale  and  repurchase  operations  with  toe  market 
makers  listed  In  the  Information  Memorandum.  Eurol 
550  mfllon  nominal  of  these  Notes  wffl  be  held  by  the  Bank  of 
England  for  the  account  of  the  EEA  with  the  Mention  that  they 
will  be  sold  In  subsequent  auctions  or  may  be  made  available 
for  sale  and  repurchase  operations  with  the  market  makers 
listed  in  the  Information  Memorandum;  these  Notes  win  not  be 
sold  other  than  by  auction. 

10.  Copies  of  the  Information  Memorandum  may  be  obtained 
from  the  Manager,  External  Debt  Foreign  Exchange  Division 
at  the  Bank  of  England  (telephone  number  0171  801  5982)r 
UK  Government  Euro  Treasury  Notes  are  issued  under  the 
National  Loans  Act  1968. 

Bank  of  England 

12  January  1999 
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COMMODITIES  & AGRICULTURE 


China  to 
spend  $2bn 
on  grain 
storage 

By  James  Harding  hi  Shanghai 

China  plans  to  spend  more 
than  S2bn  upgrading  its 
grain  silos  and  building  new 
granaries  after  nearly  15  per 
cent  of  last  year's  490m 
tonne  grain  crop  had  to  be 
kept  outside  because  of  mad* 
equate  storage  facilities. 

After  four  years  or  bumper 
harvests,  the  dearth  of  silos 
left  much  grain  exposed  to 
rats,  fires  and  rain,  accord- 
ing to  a report  yesterday 
from  China's  official  Xinhua 
news  agency. 

Open-air  storage  of  some 
73.5m  tonnes  of  grain  is  the 
latest  example  of  problems 
in  the  state  management  of 
China’s  farm  produce. 

Last  year.  Chinese  audi- 
tors discovered  that  more 
than  $25bn  bad  gone  missing 
from  state  grain  purchasing 
funds  since  1992.  The  manag- 
ers of  the  government's 
grain  agencies  had  sold  pro- 
duce below  cost  and  diverted 
money  into  real  estate  pro- 
jects, stock  market  invest- 
ment and  personal  luxuries. 

Zhu  Rongji,  the  Chinese 
prime  minister  who  has 
made  the  reform  of  grain 
management  a priority, 
toured  a provincial  silo  last  , 
year  and  found,  to  his  mis- 
placed satisfaction,  that  the  | 
store  was  full.  It  later 
emerged  that  the  local  gra- 
nary had  hired  the  1.000 
tonnes  of  rice  to  impress  the 
prime  minister  and  then 
returned  It  after  Mr  Zhu 
went  back  to  BeUing. 

The  problems  within  the 
government  grain  purchas- 
ing and  storage  systems  are 
likely  to  raise  concerns 
about  the  reliability  of  offi- 
cial assertions  of  plentiful 
supplies  in  state  silos. 

Central  government  plans 
to  invest  RMB18bn  (S2.17bn) 
in  upgrading  old  silos  and 
building  granaries,  boosting 
storage  capacity  by  27.5m 
tonnes  by  this  summer,  the 
state  news  agency  said.  Bei- 
jing will  build  16  granaries 
in  inner  Mongolia. 
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La  Nina  upsets  Indonesian  cocoa  and  coffee 


By  Sander  Thornes  1 a Jakarta^-— of  the  main  harvests  is  trick- 


Indonesian  producers  of 
cocoa  and  coffee,  stm  reeling 
from  the  after-effects  of  El 
Nlfto,  the  Creak  weather  phe- 
nomenon, have  said  the 
i heavy  rains  caused  by  La 
Nifia,  its  successor,  are  tak- 
ing their  toll  as  well. 

Floods  have  blocked  roads 
and  left  more  than  2,000 
tonnes  of  cocoa  beans 
stranded  on  the  island  of 
Sulawesi,  the  largest  produc- 
tion area. 

Traders  and  producers 
said  that  was  a relatively 
minor  problem  compared 
with  the  damage  rain  could 
do  to  production,  just  as  one 


ling  in. 

"We  are  afraid  of  the 
effects  of  more  rain  on  the 
flowering  of  the  trees  and 
the  drying  of  the  beans," 
said  Peter  Siswaputranto, 
executive  director  of  the 
Indonesian  Cocoa  Associa- 
tion. 

Coffee  traders  said  the 
same  held  true  for  coffee. 
The  next  harvest  is  expected 
only  in  March,  but  that  is 
still  within  the  usual  rainy 
season. 

Palm  oQ  traders  said  they 
had  noted  some  deteriora- 
tion in  the  quality  of  palm 
oil,  an  increasingly  popular 
commodity  for  Indonesian 


plantations.  The  deteriora- 
tion indicated  that  fruit 
bunches  had  not  been  pro- 
cessed fast  enough  because 
of  delays  in  harvesting  and 
transport  caused  by  the 
rains. 

Indonesian  meteorologists 
have  warned  that  La  Nina, 
which  followed  El  Niflo,  may 
cause  heavier  rains  than 
usual  in  the  coming  months. 
Small  farmers  in  Sulawesi, 
who  farm  200,000  of  the 

468.000  hectares  set  aside  for 
cocoa,  have  just  started  dry- 
ing the  beans  but  most  lack 
facilities  to  protect  their  har- 
vest from  the  rain. 

Indonesia  produced  some 

310.000  tonnes  of  cocoa  in 


1998,  10  per  cent  below 
expectations  because  of  a 
severe  drought,'  and  is  lag- 
ging behind  targets  to  over- 
take Ghana  as  the  world's 
second  largest  producer, 
after  Ivory  Coast. 

Mr  Siswoputranto  said 
Indonesia  was  lagging  even 
fluther  behind  In  terms  of 
bean  quality,  because  last 
year's  drought  had  caused 
trees  to  yield  smaller  beans. 

Indonesia  produced  330,000 
tonnes  of  coffee,  mostly 
robusta,  in  1998.  Drought 
had  depressed  the  coffee 
yield  as  well  but  less 
severely. 

Mr  Siswoputranto  said 
heavy  rains  assisted  the 


recovery  of  cocoa  trees  that 
were  affected  by  the 
drought  However,  they  also 
boosted  the  spread  of  cocoa 
pod  borers,  insects  that  were 
introduced  in  Malaysian 
cocoa  seeds  in  1993  and 
which  have  halved  the  yields 
in  affected  areas. 

Indonesia  would  have 
lagged  even  further  behind 
targets,  however,  hut  for  a 
positive  side-effect  of  the 
country’s  economic  crisis: 
the  collapse  of  the  rupiah 
has  boosted  the  local  price  of 
cocoa,  coffee  and  other  dol- 
lar-denominated  commodi- 
ties, encouraging  many 
■ fanners  to  switch  crops. 

Mr  Siswoputranto  said  bis 


association  had  encouraged 
fanners  to  use  last  years 
windfall  profits  to  replace 

trees  irreparably  damaged 

by  the  drought 
Cocoa  prices  have  been 
weak.  According  to  Mr  Se- 
woputranto,  demand  has 
weakened  because  western 
clients  have  been  opting  for 
substitutes  to  cocoa  butter. 

Inside  Indonesia,  the 
recent  rebound  of  the  rupiah 
has  meant  lower  profits  for 
the  fanners,  just  as  the  larg- 
est harvest  comes  in. 

Cocoa  trees  flower  all  year 

round,  but  producers  said 
the  combination  of  El  Nino 
and  La  Nffla  had  upset  the 
usual  cycles. 


Green  shoots  of  recovery 

Scientists  in  Nigeria  have  developed  a tree  which  could  restore 
the  country  as  a leading  cocoa  producer.  William  Wallis  reports 


The  Cocoa  Research  Insti- 
tute of  Nigeria  Is  an 
unlikely  setting  for  a sci- 
entific breakthrough.  The 
Institute  has  only  one  work- 
ing telephone  - the  direc- 
tor's mobile.  Documents  are 
typed  and  stored  In  piles  of 
old  brown  envelopes.  Green- 
houses have  barely  a pane  of 
glass. 

But  scientists  working  at 
the  Institute  in  south  west- 
ern Nigeria,  say  they  have 
developed  a hybrid  tree  that 
could  reverse  the  long-term 
decline  of  the  country’s 
cocoa  production,  once  more 
than  300,000  tonnes  annually 
but  now  averaging  less  than 
half  that  figure. 

Their  work  will  also  con- 
tribute to  the  Internationa] 
search  for  a tree  resistant  to 
the  ravages  of  black  pod  dis- 
ease which  destroys  as  much 
as  30  per  cent  of  cocoa  crops 
globally  each  year. 

The  hybrid  was  developed 
from  59  varieties  over  a 
period  of  15  years,  according 
to  Dr  Tunde  Esan,  a Niger- 
ian tree  crop  specialist.  It 
combines  longevity,  low 
maintenance  and  disease 
resistance  in  established 
local  trees  with  more  fre- 
quent and  fatter  yields  from 


imported  West  Indian  and 
Brazilian  ones. 

Dr  Esan  says  it  can  pro- 
duce more  than  two  metric 
tonnes  of  cocoa  per  hectare, 
about  four  times  the  average 
in  Nigeria,  and  could  remain 
productive  for  50  years. 

Moreover,  it  reaches  har- 
vest maturity  in  only  30 
months,  halving  the  painful 
period  of  stock  rejuvenation 
during  which  farmers  feel 
the  pinch. 

This  could  be  a key  ele- 
ment in  Nigeria's  plans  to 
re-emerge  as  a top  cocoa  pro- 
ducer. Its  plantations  and 
forms  are  in  desperate  need 
of  replanting  following  years 
of  neglect  exacerbated  b; 
inconsistency  in  agricultural 
policy  by  the  country's  mili- 
tary rulers. 

The  collapse  in  world  oil 
prices  has  underlined  the 
urgent  need  for  Africa’s 
most  populous  nation  to 
diversify  its  source  of  for- 
eign exchange  earnings, 
more  than  90  per  cent  of 
which  derive  from  olL  Cocoa 
comes  In  a distant  second 
and  production  has  long 
been  outstripped  fay  other 
West  African  producers, 
such  as  Ivory  Coast  and 
Ghana. 


“The  problem  has  been 
that  most  Nigerians  are  only 
interested  in  quick  turn- 
around investments,"  says 
Dr  Ayoola  Fatima,  director 
of  Crin. 

Traders  say  perfect  cli- 
matic conditions  mean  this 
year’s  cocoa  harvest  will 
reach  an  estimated  160,000 
tonnes.  30,000  tonnes  more 
than  last  year. 

However,  if  the  new 
hybrid  tree  is  to  fulfil  its 
promise  and  reverse  overall 
negative  trends,  it  will 
require  significant  govern- 
ment haHHng  and  a revolu- 
tion in  marketing  strategy  to 
overcome  the  dogged  conser- 
vativeoess  of  Nigeria's  form- 
ers who  are  clinging  to 
decaying  stock. 

Most  of  Nigeria's  cocoa  is 
produced  in  tiny  quantities 
by  an  estimated  400,000 
smallholder  formers,  compli- 
cating the  task  of  replanting 
on  a large  scale. 

“At  the  moment  there  is 
considerable  resistance 
among  the  formers,"  says 
Samuel  Oladoytbo,  who 
liaises  with  smallholders  for 
Crin.  “They  want  to  see 
physical  evidence  their 
neighbour  is  doing  better 
with  a different  tree." 


Blttar  harvest  mgfect  has  seen  output  fall  to  km  than  half  the  300J»0  tonnes  onca  produced 


Government-subsidised 
seedlings  are  distributed  at  a 
fraction  of  the  cost  of  tbeir 
production.  But  this  year 
there  were  only  60.000  of  the 
new  hybrid  on  sale. 

New  management  at  the 
research  institute  aims  to 
change  that,  allocating  a 
higher  proportion  of  spend- 
ing on  marketing.  Dr  Fatima 
says  he  has  found  a sponsor 
to  help  put  3m  seedlings  on 
the  market  in  1999.  He  also 
plans  to  rejuvenate  the  insti- 
tute’s own  plantations  - 
among  the  largest  in  the 
country  - to  achieve  self-suf- 
ficiency and  safeguard  the 
institute  against  the  vaga- 
ries of  government  policy. 

"Tve  always  seen  the  need 
to  be  self-sustaining.  Since 
the  age  of  IS  I didn't  want  to 


be  seen  to  ask  for  anything.” 
he  says.  In  the  past  the 
institute  has  tended  to  just 
carry  out  research  and  leave 
it  there.  We  want  to  change 
that" 

In  spite  of  Its  disrepair. 
Crin  is  an  important  partner 
in  a nine-country  search, 
sponsored  by  the  Common 
Fond  for  Commodities  ;and 
co-ordinated  by  the  Interna- 
tional Plant  Genetics 
Resources  Institute,  for  a 
tree  resistant  to  black  pod 
disease. 

Using  the  latest  “leaf  dish” 
tests  developed  by  a Came- 
roonian PhD  student  who 
worked  at  Crin,  scientists 
are  able  to  test  disease  toler- 
ance in  fresh  progenies  after 
three  weeks,  cutting  time 
spent  on  development  by 
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years.  With  as  diverse  a 
range  of  cocoa  varieties  as 
any  other  producer  and  a 
model  hybrid  that  has 
already  shown  impressive 
levels  of  resistance  to  pod 
rot,  Nigeria  is  well  placed  to 
contribute. 

The  danger,  says  Dr  Esan, 
is  that  if  they  cannot  suc- 
ceed beyond  research  level 
their  findings  will  fuel  the 
success  of  competitors 
ratber  than  of  Nigeria. 

The  example  of  palm  oil  is 
illustrative.  Nigeria  was 
once  the  world's  largest 
exporter  bat  in  a period  of  20 
years  has  become  the  largest 
importer.  Meanwhile.  Malay- 
sia, which  imported  palms 
from  Nigeria,  has  become 
one  of  the  world's  top 
producers. 
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Opec  cool  j 
to  Kuwait 
call  for 
meeting 

MARKETS  REPORT. ... 

By  Robert  Corrine, 

Gifflan  O'Connor 

and  Cantina  Fossey 

Crude  oil  prices  fell 
yesterday  on  profit-taking 
and  a poor  reaction  by  mem- 
bers of  the  Organisation  of 
Petroleum  Exporting  Coun- 
tries to  a Kuwaiti  call  for  an 
emergency  Opec  meeting. 

Brent  Blend  for  February 
delivery  was  quoted  at  $11.73 
in  late  trading  on  London’s  - . 
International  Petroleum*^ 
Exchange,  31  cents  down  on  p* 
Monday’s  close. 

The  extent  of  the  recent 
price  weakness  was  reflected 
in  figures  from  the  Royal 
Wank  Of  Scotland  Oil  index, 
showing  UK  North  Sea  reve- 
nues at  their  lowest  level 
since  the  index  was 
launched  in  1983- 

Gold  Fields  Mineral  Ser- 
vices predicted  that  the  gold 
price  would  stay  in  a range 
of  $270-8310  an  ounce  in  the 
first  half  of  this  year.  Yester- 
day’s price  on  the  London 
bullion  market  was  in  the 
middle,  and  the  report  pro- 
vided little  fodder  for  bulls. 

Consultants  expect  central 
hawk  sales  and  loans  to  con- 
tinue putting  a ceiling  on 
the  price.  They  also  say  that,  - 
“unless  there  is  an  impor:|lg$ 
tant  shift  in  producer  atti-^PV 
hides  to  price,  hedging  will  ■’  ‘ 
act  to  constrain  any  sus- 
tained break-out  above  $310 
an  ounce".  They  suggest 
that,  because  of  foiling  costs, 
companies  have  no  incentive 
to  cut  production,  and  that 
hedging  can  be  profitable  at 
$287  an  ounce. 

Some  volatility  on  the 
London  Metal  Exchange  was 
attributed  to  currency  move- 
ments: on  nickel,  for 
instance,  the  price  range  was 
more  than  $ioo  a tonne. 

The  benchmark  March  cof- 
fee contract  closed  $5  down 
at  $1,763  a tonne  on  Liffe 
after  New  York  discounted 
news  of  a frost  in  Mexico's 
coffee-producing  areas. 
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4 Quick  way  to  a minimalist 
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10  Don't  use  enough  lingerie? 
19) 

11  R’s  clicked  (5) 

12  Rs  get  light  from  the  right 
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13  Converse  with  BA  about 
keeping  of  regulations  (10) 

15  Incite  to  throw  dice,  per- 
haps - a snack  (3,4) 

16  City  of  steel  was  first  to 
break  as  well  (6) 

M The  crow,  deprived  of  love, 
became  a miserable  crea- 
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21  Encouragement  about  pub- 
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23  Religious  anarchist  display. 
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with  Gadllist  leader  (6) 
Opposing  in  and  out 
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R^from  the  River  Thames 

R with  a beard  (6) 

Rj«eept  for  raised  part  (5) 
Present  perhaps  - it  isn’t 
easy  (5) 

Old  literature  partly  added 
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Wall  Street  wobble  reverses  record  challenge 


FISEAU-Sharelmte* 


MARKET  REPORT 


By  Stew  Thompson, 

9K  Stock  Market  Editor 


An  unhappy  start  to  the 
session  by  Wall  Street,  amid 
revived  concerns  about  Bra- 
zil and  its  debt  burden, 
brought  an  abrupt  halt  to  an 
earlier  positive  performance 
by  London's  equity  market. 

Dealers  said  Wall  Street 
was  also  reflecting  unease 
about  the  start  of  the  US 
reporting  season. 

The  US  weakness,  which 
saw  the  Dow  Jones  Indus- 
trial Average  down  80  as 
trading  in  London  came  to  a 


Allied 

Domecq 

plunges 


COMPANIES  REPORT 


By  Joel  KRazo,  Peter  John 
and  Bertrand  Benoit 


A profits  warning  from 
spirits  and  pubs  group 
Allied  Domecq  sent  the 
drinks  sector  reeling  and  Left 
the  company’s  shares  plung- 
ing as  analysts  slashed  profit 
forecasts. 

At  its  annual  meeting,  the 
group  said  pub  sales  over 
the  Christmas  period  were 
lower  than  last  year,  and 
that  First-half  pub  profits 
would  be  lower  than  the  cor- 
responding period.  Allied 
also  warned  it  expected  full- 
year  profits  from  its  pubs 
business  to  be  lower. 

One  sector  specialist  said: 
“The  poor  Christmas  sales 
are  bardly  a surprise,  but 
the  company  appears  to  be 
even  more  bearish  than  the 
statement  it  published." 

At  the  day's  worst,  the 
shares  were  down  92  at  505p. 
but  they  were  later  assisted 
by  bargain-hunting  that  saw 
them  close  sr=  or  13.6  per 
cent  down  at  B16p.  by  far  the 
worst  performer  in  the  FTSE 
100.  Volume  was  9.3m. 

Many  analysts  down- 
graded current  year  profits 
estimates  from  around 
£621m  to  about  £590m. 

fflek  Williamson  at  Credit 
Lyonnais  Securities  is  even 
more  bearish,  predicting 


close,  meant  earlier  gains  in 
UK  stocks  were  gradually 
whittled  away  to  be  replaced 
by  some  sizeable  losses. 

At  the  finish  of  a session 
that  featured  heavy  trading 
volumes,  the  FTSE  100  index 
was  down  51 A at  6J33&B. 

Earlier  the  index  bad 
given  another  good  perfor- 
mance. resuming  its  upward 
path  and  racing  % higher  as 
it  looked  set  to  challenge  its 
all-time  intra-day  and  dos- 
ing highs. 

The  junior  FTSE  indices 
suffered  along  with  the  100. 
The  250  index  closed  a net 
4.9  easier  at  <1977.1,  having 
reacbed  4,988.9  shortly 


before  US  markets  opened. 
And  the  FTSE  Small  Cap  set- 
tled 1.7  down  at  2439.8. 

Despite  the  widespread 
losses  In  London,  dealers 
remained  reasonably  confi- 
dent about  the  market's  abil- 
ity to  absorb  bouts  of  selling 
pressure  like  yesterday. 

A senior  marketmaker 
said:  "The  market  still  feels 
pretty  decent  underneath 
because  of  the  weight  of 
money  still  coming  in  and 
the  prospect  of  more  corpo- 
rate activity.  But  it  won't  go 
up  in  a straight  line  - far 
Cram  it.  There  win  be  plenty 
of  hiccoughs  along  the  way." 
he  said. 


profits  of  £575 m.  and  he  is 
advising  clients  to  reduce 
holdings.  He  said:  "I  don’t 
think  the  areas  highlighted 
by  Allied  are  a surprise,  but 
the  magnitude  of  the  difficul- 
ties over  the  Christmas 
period  does  not  bode  well  for 
other  drinks  operators." 

Rival  spirits  group  Diageo 
initially  tumbled  on  the 
release  of  the  Allied  state- 
ment. However,  dealers  wor- 
ried about  trading  in  the 
Latin  America  region  indi- 
cated such  concerns  had 
already  been  discounted. 
Having  fallen  to  675p,  the 
shares  bounced  to  close  12 
off  at  695p. 

Reuters  Group,  the  news 
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The  market  also  had  to 
face  up  to  another  burst  of 
profit  warnings,  mostly  con- 
centrated among  the  smaller 
stocks. 

There  was  severe  pain  for 
shareholders  in  Allied 
Domecq.  the  drinks  group, 
which  warned  of  lower  prof- 
its from  its  pubs  and  also 
spoke  about  the  erosion  of 
consumer  confidence. 

Diageo  shares  suffered  in 
sympathy  and  were  also 
unsettled  by  more  worries 
that  LVMH  may  unload 
some  of  its  Diageo  shares. 
Bass  also  came  under  fire,  as 
did  Scottish  & Newcastle. 

The  lack  of  confidence  in 


the  retailing  areas  of  the 
market  was  reinforced  by 
the  latest  survey  carried  out 
for  the  British  Retail  Consor- 
tium. which  showed  Uke-for- 
like  sales  in  December 
unchanged  on  last  year. 

Trading  updates  from  the 
retailers  continued  to  come 
thick  and  fast  Kingfisher 
gave  a generally  satisfactory 
update,  but  fears  that  the 
sports  retail  area  is  suffering 
a sharp  decline  were  con- 
firmed by  a profits  warning 
issued  by  JJB  Sports. 

A sharp  sell-off  in  gilts, 
said  by  some  to  have  been 
triggered  by  a report  that 
UK  gross  domestic  product 


could  rise  by  1.5  per  cent 
this  year,  also  caused  some 
anxiety. 

There  were  no  bids  or 
mergers  to  equal  the  BAT / 
Rothmans  or  hnetal/Englisb 
China  Clay  deals  unveiled 
on  Monday,  but  there  was 
plenty  of  actual  and 
rumoured  takeover  activity 
among  the  midcap  and 
smaller  stocks. 

The  nearest  thing  to  bid 
action  in  the  leaders  was 
talk  that  a link  up  of  the 
defence  businesses  of  GEC 
and  Thomson-CSF  of  France 
could  be  imminent.  Turn- 
over in  equities  was  a heavy 
Ubn  shares. 
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and  information  company, 
hit  a 15-month  high  as  bro- 
kers recommended  the  stock 
in  their  nap  lists  for  1999. 

Dresdner  Kleinwort  Ben- 
son included  the  stock  in  a 
list  of  25  preferred  European 
shares  expected  to  outper- 
form in  the  coming  year. 

The  comment  follows  tips 
from  two  US  brokers.  Salo- 
mon reiterated  its  positive 
stance  on  Reuters  In  a com- 
prehensive review  of  media 
stocks.  The  broker  said:  "In 
addition  to  being  the  most 
geared  currency  play  in  the 
sector,  at  the  revenue  level, 
underlying  growth  will  bene- 
fit from  the  recently 
announced  price  increases.'* 
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Research  from  Lehman 
Brothers  similarly  tips  Reu- 
ters4 as  well  as  Flextech  and 
Carlton  Communications. 

Salomon  also  recommends 
WPP  and  Pearson,  which 
was  boosted  by  a note  from 
Goldman  Sachs  after  the  bro- 
ker initiated  coverage  with  a 
"buy"  recommendation  up  to 
£1350  a share. 

Reuters,  which  announced 
on  Monday  it  bad  bought 
US-based  VentureOne.  a pro- 
vider of  information  and 
research  to  the  venture  capi- 
tal industry,  rose  16%  to 
779p.  Brian  Newman  of  Hen- 
derson Crosthwaite  said: 
"This  is  the  classic  Euro- 
stock with  common  pricing, 
common  invoicing  and  a sin- 
gle multi-lingual  help  desk. 
This  is  a £10  stock  by  the 
end  of  the  year." 

Elsewhere.  Carlton  lifted 
14!*  to  555p  and  Flextech  l'/j 
to  611Vjp.  but  Pearson,  which 
owns  the  Financial  Times, 
shed  2 to  £12.93. 

Rio  Tinto.  one  of  the 
world’s  biggest  mining  com- 
panies. jumped  31  to  TC6%p 
as  CSFB,  the  house  broker, 
reiterated  its  support. 

Elsewhere  in  the  sector. 
Billiton  saw  unusually 
heavy  trade  of  27m  shares 


and  a rise  of  8%  to  I22p. 

BAT  jumped  another  28% 
to  653%p  in  further  reaction 
to  Monday's  surprise  news 
that  the  company  is  taking 
over  Rothmans  International 
to  create  a £l5bn  company. 

Charles  Pick  at  WestLB 
Panmure  said  "We  were  pos- 
itive on  BAT  pro  and  post 
the  demerger  of  Allied  Zur- 
ich but  see  this  merger  as 
another  leg  up  far  sentiment 
over  the  next  year.”  The  bro- 
ker expects  fair  value  targets 
to  move  ahead  to  650p-TO)p 
against  600p  previously. 

Generators  were  sparky  as 
Credit  Lyonnais  Securities 
pointed  out  the  low  valua- 
tions in  its  latest  sector 
review.  PowerGen  added  10 
at  790p  and  National  Power 
iVi  at  513%p. 

Lasmo,  the  ofl  exploration 
and  production  gronp, 
slipped  back  2 % to  104p  as 
conviction  that  the  company 
is  poised  to  hnk  with  Enter- 
prise began  to  crumble. 
CSFB  says:  "We  currently 
rate  the  chanm  off  a deal 
being  done  with  Enterprise 
at  no  more  than  50  per  cent" 


BP  bucks  trend 


BP  Amoco  bucked  the 
soggy  trend  In  the  oil  sector 
on  heavy  turnover  as  institu- 
tions continued  to  adjust 
their  weighting  in  the  stock, 
now  the  biggest  in  the  UK  by 
market  capitalisation.  Turn- 
over of  32m  made  it  the  busi- 
est In  the  Footsie  with  a rise 
of  17%  to  906%  p. 

The  warning  from  Allied 
prompted  a wave  of  selling 


in  other  drinks-related 
stocks.  Bass  gave  up  74%  to 
805p,  while  Scottish  & 
Newcastle  surrendered  25% 
to  713p.  Nervous  trading  in 
Whitbread  of  today's 

trading  update  left  the 
shares  10%  iffiter  767%p. 

A poor  trading  statement 
from  Old  Rwgifah  Pub  Com- 
pany saw  the  shares  give  up 
48  to  262%p.  The  company 
said  December  sales  were 
down  2J9  per  cent. 

A broker’s  recommenda- 
tion made  food  retailer  Tesco 
the  toast  of  the  market.  The 
shares  gained  9%  or  5.4  per 
cant  to  I85%p. 

Deutsche  Morgan  Grenfell 
yesterday  Joined  the  growing 
list  of  Tesco  fans  when  it 
upgraded  Its  recommenda- 
tion on  the  stock  from  "neu- 
tral” to  "outperform",  saying 
the  UK  food  sector  is 
unlikely  to  witness  a price 
war  as  capacity  is  growing 
with  demand. 

“With  a io  to  13  per  cent 
per  annum  pre-tax  profits 
growth  rate  forecast  in  the 
next  three  to  four  years, 
combined  with  excellent 
management,  we  see  Tesco 
as  the  most  attractive  play 
in  the  UK  and  the  European 
food  retail  sector.” 

Morgan  Stanley  Dean  Wit- 
ter. one  of  the  company's 
brokers,  last  week  published 
a bullish  note  on  the  stock, 
while  Credit  Lyonnais  Secu- 
rities said  tins  week  it  was 
positive  on  the  retailers. 

Chemicals  were  under 
pressure  as  Ellis  & Everard 
warned  tough  trading  condi- 
tions in  the  short-term  and 
restructuring  costs  would 
hold  back  full-year  profits. 
Hie  warning  undermined  a 
first-half  rise  in  profits  to 
£17m  from  £16  Jm.  It  fell  17% 
to  201p. 

On-Line,  the  computer 
games  developer,  gained  16 
to  45%p,  Z5  times  its  Friday 
ringing  price.  The  company, 
which  attributed  the  rise  to 
speculative  buying,  said  two 
directors  had  sold  £51.500 
worth  of  On-Line  shares  over 
the  past  two  days. 


FUTURES  AND  OPTIONS 


0pm 

SBSP*n 

Chraga 

61409 

605X0 

-709 

61709 

60969 

-705 

nm* 

61419 

-825 

622X5 

EflL  Wl  OpMtt. 
29298  174441 

0 TS290 

750  0 


ite  50209  -an . 


■ FTgTBoi«gxopaa(^rm33iciopg«^g^ 


« ™ 

«,  m UK  s=  177  305H  1£  ZS  »**»  » ™ 

Jpr  S74  352  sa»30»4B7H  378  SBWB?*  * 57»r 

Jorf  M 4»)  ABB  « 5un* 

■pEURoarn*  ftse  ioo  wpex  optwi  [uffb  do  pg  tua  wa*  ^ — 

5B7S  SSBB  SB7S  B025  8075  J”7* 

i?  » 24l*S*»2BPJ  rx  287^1811131^ 

— M.  at.  Ml kMB  ttMl  Mt  IBSCd  Ml  MW*  f®*1 


•re  T 


tjnfts  tS  203k  BBH  34  SB  53>»  35>>  81  SV:  US 

M ^TSK 377% ram 7*1*  1»  ^ ^ 

II*  OB  260  4BP4  277  SB  298  34D*  315  Il4»336*i  W “ 

JH  6105  448  « «0  SBO  53 


re  “ ^ ^ « m 538 

JkD  6105  448  » 4*  * JZl 

SeW  77»  Sffi  TI5  TO 

cm  aaao  tm  m^is  • umwot  »«■  **"  **  *"  * 

tll*«W  «•»»  i»«& 


LONDON  RECENT  ISSUES:  EQUITIES 


taw  Act 
p*a  pnW 
P V 


ML 

e*P 

{Bag 

19WB 

mm  u m sack 

159 

100 

95MIVCT 

95D 

OlbMeyUDuCte 

365 

12 

116b  EK  O ran  te 

196 

1014 

56  Do  Cm 

588 

1 m? 

65  tCfcntt 

610 

117 

107  OdsM  «eS  W 

277 

230  Rnnil 

4715 

3S» 

Z5*  Rot  Acta 

QUB 

BB  On.  GO  P* 
p w-  a».  cw-  in  m 


■ ■ — ; T 


W12.55  - 


. • . 3 I 

t r:  *41 


276  -1 

345^  -3 


fp 

375 

12b 

10  Itartoy  B 

11 

§ 

ft. 

452 

5b 

4*  IttkraaogWa 

5 

§ 

ft. 

210 

105 

105  lOoCarM 

105 

fp. 

m 

100 

now 

97 

too 

F P. 

_ 

103 

B2KMHB 

96 

§ 

PP. 

159 

MX) 

100  asprsFra  *ancr 

100 

FP 

251 

85 

75«re«to> 

77V!  . 

_ 

FP 

_ 

Kn 

5 issaiksn 

15 

FP 

54 

92 

87H  TBoaaa  1 IT  Ft 

91»  +1 

FP 

115 

8 

5K  Do  CM 

6 

_ 

FP 

209 

113 

102  DoZMoDrAI 

112M 

- 

FP 

- 

37 

96  DO  E«*  (Ml 

87  +Vr 

• :k 


. ...  7.‘ 


narTC! 


V. • ri 


FTSE  GOLD  MINES  INDEX 


Jao  «ctg  Jn  Tor  G row  Of  ToW 
It  meet  f »0»  yMd  It  ratal 


itataCS)  104627  05  W4DJB  BBJ23  U2  IflSI^tl  135157  70158 


1O08JU  -39  1120.11  S2S56  350  109755  148UM  76553 

125085  09  124019  10S&57  246  126039  160053  81593 

100792  10  98733  88456  075  100013  1317.41  64759 

■M  imp  1999.  M Va  rant  Hgwn  * aatei*  Aa  mi**  a a*mda 
, Mtar  1DBLOO  3W2AK.  t Wt  UM  paces  sn  imitt  In  da  dm. 


• ’ . ’ f-5' 

r;i 

•:  ■ •:  .« 


FTSE  Actuaries  Share  Indices  The  UK  Series  | 

I TRADING  VOLUME  j 

■ Major  Sucks  yesterday. 

E9g  D41  E«  cat  Mr 

Jm  12  d«A  Ma  Mb  11 


PS  xd  ai  tom 
ate  Sfl  Win 


W Oaring  Day's 
OWTe  ptet  ri*pat 


* $'• 
t-.i  y: 


FTSE  100 

603X6 

-05 

664X1 

60659 

506X9 

FTSE  SO 

4977.1 

-0.1 

5*774 

49829 

461X5 

FTSE  250  K tot  Tr 

49815 

-XI 

54823 

498X0 

48614 

FTSE  3SO 

2S4X3 

-0 J 

312X2 

2864J 

24329 

FIXE  550  « ter  Tc 

28465 

-or 

313X2 

2871.1 

2*562 

FTSE  3S0  tflgter  Ykld 

282X7 

-02 

28907 

26339 

245X9 

FTSE  350  lmm  Ttato 

307X5 

-12 

33825 

311X9 

24659 

FTSEtoraKap 

Z139J7 

-XT 

235*56 

2141 51 

234X11 

FTSE  fealCra  0 tot  7r 

209X42 

2307.16 

2097.17 

234X53 

FTSE  Afl-5taft 

Z74353 

-07 

301X10 

Z78273 

239X94 

FTSE  UfWl  BUT: 

275X67 

-07 

303X46 

277345 

240286 

FTSE  HadgM 

118046 

-XI 

129X12 

116192 

127299 

FTSE  Ftodgang  k tar  Tr 

11®50 

130*76 

116596 

130154 

FTSE  U-Steal 

121107 

-0.1 

133721 

121694 

132597 

FT5E  AO-Sttal  « tot  Tr 

121356 

133550 

121*12 

136*63 

FISC  AM 

SI  2_8 

-03 

6945 

6HL3 

93X3 

■ FTSE  Actuaries  Industry  Sectors 

ESS 

0*1 

EOT 

£99 

Ifar 

267195 

216594 

2177.15 

2573.76 
132330 
2W1S 
2251 iQ 
1891.72 
187453 
252040 

1301.77 
133027 
134354 
137138 
138035 
756.08  * 


ZJm  6wt 

IJte  M 

15JDD  1«1 

£50)  CTJ 


urn  616 

0JBD  asn 

177  TB 

1*0  5*m 

MB  Tien, 

MW  B« 

4110  m 

AMO  WP> 

2000  BSM 

uoo  Mm 

173B  11GH 

U*  7*1 


2000  MB 

3M0  13 


-7« 

•n 


Gna  MB  Met 
jUA  am 


k xd  re 
■re  fit 


12  EriracM  MoakMft 

15  QB,  ttasmadn 

16  0B  BafaMtea  & MB 


409356  +15  450659  403356  429559  355  399  1.17  30.13  090 

278090  +37  306794  288073  278338  492  452  159  1239  090 

478793  +15  526851  472172  475600  340  294  198  3458  090 

141052  -0.1  155210  141154  337456  3J9S  34S  097  3?jx  nrw 


SOB  TOW 

m 1270 

era  soo 

urn  m 

W00  65TO 

1J0D  m 


Mi  ~:  t - 


fa  f 


20  G8I  9BD0ST9Mt5f180 

21  COoBlnctfaDpT) 

22  B&fev  nek  & lteda(24} 

23  omcaare 

24  Omrited  tDdoanwm 

25  BKBMte  8 BBS  EwMZS) 
28  fa&mtW!>Q 

73  ewiMteft  wrarapa 
28  Papy.  Pfla  8 WBteonW 
30  C0B8UMSI  90006(82} 

32  AtoTteBc  Bwwoe^a 

33  Food  ftofecan(26) 

34  HbuwteW  Good*  8 TodBp4) 

36  M Gf*(14) 

37  PtHHMulireZOI 

38  Tntemirn  

40  WHMUJM2B8) 

41  . 

4Z  Mnl  H0BM(31) 

43  ModWT) 

44  MH*t  Feodfia 

45  iWWn.  Gm«42) 

46  TfltaEon«rtateGB(7) 

47  DrawteB.  Pteo  & FraLCfl 
48StwortSBrtenf^ 

49  TwraoortCT 
BO  nuiBuoi 
« BictrtdWT} 

64  GBS  DttMK2} 


177690  +05  195453  1770.15  195450  4.11  356  254  1355  059 

124294  +02  136659  123976  1298.69  4.11  334  392  1098  246 

152691  -05  167241  153051  166157  495  458  211  1195  053 

153796  +21  202175  179B74  246658  49S  457  154  1358  099 

110256  -0.4  121999  111257  125250  555  596  155  1294  090 

2B1&20  +15  310159  276156  217554  271  231  199  23.17  090 

226075  -Q4  248651  2278.79  269272  478  352  223  1X16  278 

353754  -0.1  389X15  354029  3*5127  253  232  X23  1529  090 

158831  +13  172556  154&14  210BJ3  69B  X19  236  794  9*9 

634123  -27  697857  651S3B  500916  214  194  192  3034  025 

3511. 79  -49  419496  397012  330752  321  892  213  1X11  024 

374048  -25  41 IBM  384055  333652  240  298  231  2256  0.10 

2051.42  +92  225753  204X70  303922  499  451  196  1277  050 

246672  -07  271458  248456  225425  210  193  21T  2830  096 

11S2277  -32  1288197  1190213  839X16  153  I/O  151  5094  098 

770228  +3.1  847X54  747207  478686  446  X72  294  1373  nan 


wKaiera 

MKng 


70  FWMCUU{t2Q 

71  b* **.  Brfsara 

73  lNU*Da(21} 

74  Ufa  tauanfl 

77  Otor  MBH3Q 
79  PTOPBWia 


89  FT8E  M SlHU(IJ7J 

105  na  A&stm m re~ 

Wonsan  laefwto© 


770228  +3.1  847X54  747207  478656  446  137  291  1373  nwi 

363096  -07  399595  365X15  286097  237  19B  210  25.13  223 

184056  -02  2Qg  60  1844.73  2517.16  X16  428  201  1208  112 

339X08  -03  369X45  336551  343851  274  252  285  1X93  1459 

454X49  495  500572  452134  403392  228  193  215  2555  OOB 

2HO30  +23  313X62  278629  274X51  321  257  214  1X18  090 

207024  -1.1  228X2  210X19  230X06  350  288  299  1X61  328 

579451  -15  637X99  537093  273699  12  127  159  5070  090 

352592  -39  308O3B  366752  354792  356  289  222  1552  7JS 

480X78  -05  938992  481990  361756  128  19B  277  3520  037 

344096  -05.  379X78  3486P4  289411  394  25B  210  106?  tim 

418178  -09  456231  419953  386031  X85  379  157  1039  000 

<77110  -09  525X47  460215  407X91  *23  X44  1J1  1776  Qm 

330148  -15  363X35  335*74  2E7735  205  154  * ; Z 

-06  367X30  3B022  337X97  592  453  236  HUB  nm 

278593,  -06  307693  281851  341X10  279  240  199  2377  n<n 

527143  -04  580153  52B173  475690  113  259  2.16  1850  0.1? 

784X91  -02  363241  76615*  688X78  X27  251  214  1757  050 

233X59  -17  257168  2379.11  218X73  104  256  191  858  012 

3894.74  -0.4  846824  77ZB51  61S2J4  251  218  270  1X50  050 

380427  -59  418999  382X02  375X37  291  240  253  1HQS  njtr 

178836  +93  W4X12  176454  219275  154  3fl1  ia  73m  WZ 

383242  -03  406358  370321  337730  777  Ig 

274133  -0.7  301X10  278233  239XS4  288  244  igi 

275397  -07  303148  2773*5  ggg  287  245  198  run 

153756  -0-7  175X13-  18089*  10*498  059  0.48  430  5031  090 


i<00  aa 

IS*  1MB 

TS  1D7 

WOO  M2 

ZMD  BWtt 

HMD  99 

uoo  tin 

2J»  737 

1 2*00 

Uffl  MB 

MOO  *1* 

TAW  MO- 
OTS m 

1071B  5B4 

woo  «n 

UOO  21K 

uoo  na* 

4t»  337 

IMP  IW 

«M0  17S 

SMB  IS28 

*700  Tm 

I AW  4Mr» 

2M0  m, 

uoo  sm 

i.ud  snu 

*MO  B3SH 

u m 20 

-TOO  77H6 


l l{.  V- 


■teMte) 
MM  tear 

Miwr 

<*mr 


an  au» 

uu  a* 

tw  «n 

4/00  nn 

USD  Sib 

Uoo  nm 

laoo  sn 

U00  47«v> 

l/W  53ft 

1200  12*3 

3M0  6M 

*1  no 

3000  9H 

■M0  MSI 

•X*00  1% 


-m'.  _ 


Ho  Dm 
M"W«* 

ant  sacra 


Hourly  movements 
*93 


*93  1*0*  H-aa  1290  1X60  1*90  1X00  tXIB  Bqirtfa* 

FTSE  100  608X1  61265  61175  SI  07.1  61220  608X0  60485  iwa 

FIS2S0  488X3  48B15  49815  49835  496X1  49874  49805  W?  SSs 

FTSE  390  2KU  29809  28775  287X3  38795  28655  284X7  S71  SH 

FTSESnaBCap  »40S2  2M09B  2U132  2M1J6  214157  21*156  W4093  213955  2l^» 

FTSE  M-5m  27X120  Z77793  277X63  277098  277898  278452  274850  274X80  27SLS7 

Ora  « FT5E  no  re»«re  ter  r&l»  FIS  MO  OS  mfr  S17JD  pa WBa  Lsk  4EI0l7  ismMB 

on  at  ns  nan  it*  vttHa  aw*  m rtiua  ns  ion  ggsa  wmne  ira  bmihb 
Rrtw  kdoaoson  1*  MteM  on  Mp/tewwj&uqa, 

e FTSE  86WW1WBI  Iteted  1991 « ngn  icwwd.  TT-ST  and  footer  n ufc  note 
■r  tm  Usdte  are  &0teip  mt  til*  nmne  Times  and  « usd  W FT5E  kanagooBi 


teteilm 

“taw 


Matt 

Btera 

teMIbra 

ItetericZT^ 


radar  kence.  t Snttr  HE  (tow  gnu*  Bhb  60  ae  rot  dan.  3 vwieb  n nmsiB.  rbmb 

ebsra:  Okt  Hk  Kara.  Nnr  FOo  Gnu  FTSE  Redgfeq. 


IhibHNATIOliAL 


tm 

teWttttttgraral 


UOO  770 

uno  J3D, 

T/00  2*8* 

1SM0  S3 

2JB0  1075a 

un  m 

US  «K 

«4  11M 

. * B0 

713 

14W  tmi 

*mo  a 

4 MO  Sli 

IAS  M 

VJ 

smo  as 

U0D  aa 

Uoo  **ft 

099  233 

UOO  BS 

air  ss 

USD  21) 

*M0  IB* 

IMP  mn 

o4oo  am 

ia.no  sb 

ia*  91 

'm  tm 

<imo  -on 

IMO  430 

urn  Tsn 

<Jtt  son 

GMD  3J5 

tOtB  27** 

'MFHWWH 


-SSB  , 
.a  w 
-21  lb 
*?  It 


.Wr.iiri-  *. 

-5  * 

w 

♦*.■.** 


- - • ••  iv.'^fSaSi 

-•  *•  ■ 

w-i. 

imm 


m U 

-a  \ 

4W  I. 

j i 


.UV. 

mis  \9JL  Si:. 



J5S:. 

■iT&Z' 

-.  r 

■m 


: i-'  i oi-*.  •••V 


1grr. 


FINANCIAL  TIMES  WEDNESDAY  JANUARY  13  1999  * 

M*s!}s  & Uiwre  .sh_?wn..on  a 52  week  basis  WORLD  STOCK  MARKETS __ 

^mPEpiu)  dices  in  € ’H  3K1  5SiS  IE  ||  HHIS  §g  I IU  111  Hul  4?l!;I«i  Is  S |,|  Jj|®  g | !|  S ill  ’Hll 

Bsniu^iiiu.iima,  Sffi. g| -if 33JS 13  - ™ BjHIIHBB  8S  raSSW  “ “ W 8 ^SJSSb  !S  i'S  IkJS  SSL  S3  .;8Sffl5Si8J£ ffifc  Is  ;*  *£  tab,1!  nSSSSi, 


29 


QGQ  -H3  lie  040  1.3  1£3  — 

1540  -£5  27.06  £52  U _ COOBn 
on  -.19  m tacit  152  oar 
129  _ 344  1.82  Ifl  103  DU 

125  -32  174  14B  1330.4  Doff  _ 

020  -22  11  S3  571  08  67.2  Onto  3M5 
438  -15  539  2B0  14  313  BUS  »ft 


99  -2  anas  a u 7 a mob  — = 

’g  -'gg  8*85  SK^ 

4l«kS8S  gk  q-J  ■ 


:.iSSi^lS2!  Si. 


177 
310 

Sf  So  m iiiiu 

w„  1390  -BlgaMM  82H-J 

170  14  219  IfeiMM  S.1TO  -140  5^003^0  M31 4 

— MO  -1  1.160  4®  M 

1,130  ‘ " 

lftD 
1.120 
453 
73 
519 
402 
348 


310  1S5  IB  15.1  M4 

ensutt  oe  412  ie 

570  379  1.1  G73  HXta 
3B1  12S  _ ....  NGKSp 
5S0  MD  l.fl  2a?  M*.Sa 
J651JOT  22*13  me 
*m  1294  SBO  OJ  315  «* 
-152^1310  15243  USX 
,6  576  243  1.1  33  MIN 


lIHHBrgpRft 

EE  7“  ",S 

■*2S!‘JSM.ZS  *?gl  §55 

10373  tag* 

? ITS  *** 


4 1305  622  1^4 149  untie  5SOIMD -11  OaOMDOtg 

Ml  4CD  IfiOnt  HMii  171  Xllr  133 


M - ;& 


in  as"-ss-s^£,:,a:i  Higi^^llSlIr35  », 

gs*  ,SH  :ii  ii  SS  m ™ & *§  ^ s”  ss  §j  i“ 

gr  H JBHHa  P ffiuajBsaass  sr 

Sa  & fi^sSSS™  EL 

5ss  n jl^HBBSs  g§ 

MV  1053  -50 1M1  847  4.7  83  j*« 

BELBOIUX  Um  12)  U = 4033900  ft*,  HE*  tUft  *MS 8uS  20.%  3.G  *£1  ijrfto 
Hndl  239  -1.10  2511180  13375  tm 

Mm  38850  -BJ»401£0 25780  D£3££  ™S' 

-«23»ftlflUl  15  278  m : 


Ttcm5* 
ToirtY 

1*32  3J8  1U  TO 


150  -JM  253  1.1112  13  I*m*b  22  -53  3925  1503  18  21.6  ..  .... 

THQ  _ 17  SS  180  £4  192  MMM  25  ' -1  2932 1 785  1.5  — PQLARD  yjn  12/ZKy) 

“ iSllft  52?  £5 185  tan  US  -$S»WJ*lSi»i 

'H  :S!S  K HSS  §B  45  -TgSSsS  sjg  EK, 

■s  ^sshhs;  3 w Jills  a"  gs 

530  -u!5  930  3l1B241&0  GoMI  ZB  -1.15  4SL88 1041  0.7  — W 
Oft  -.0?  OK  M2  19  64.7  rSrt  2210  H J|  ™« 

m .in  .17  3 22  119  ntato  4mr;  -1J5 47202689  1.1  335  IKK 

liso  ts  1854  204  _ 376  ISpB  980  -w« ’Tt-t*  3-™  _ _ 9fcn* 

082  _ (LB7  038  - — iKcir  1JB  -84  \X  113  ftWK 

873  -OS  177  023  _.  UnFen  1*90  -.101190  841  1.7  32.4 

a on  -is  RfiS  390  55  143  !*«■  1024  +.1214.18  101  18  416 

141  -OB  iS  O0O22  11B  yacan  itfflbr  ,081123  mj-fci  snraau®  iz/iwm) 

160  _ 555  250  46  93  MW  11^  1J9S  ,g-£  ft? 304 

SS  ;fs  g as«  S S3  :SS2KS  a mw  Ba.,a,,3ffl»H£;  SS  '■& 

297  -JE:  336  165  15 135  jjBBB  -150  130  M 26346  pnojp  2.715 


48  -2  7528)0 19  SA  ggL 

4450  ^MS450  27  15BM  gjg 

'M8  -!!W,«IiJSE 


DTtHFM 


y_B7  — if  jjn  ijb  >u  ija 

^ :S  IS  EUROPE  (NON-EMU) 

7JB  -JQ  TlJS  5.76  3.1  1 1M  [L1I1  < ■,  ■]  i Kiumm.1 

,i%  igs?a  nKaRffP®  2 ™ 


_ 330  15B  49205  HcWu 
-30  *1250  2.120  07  31  7 Mum 
D?  Ml  TB  1.7  *1 J MJM 
.3  SOS  115  13436  HbIH 
+3  796  264  844Z6  WHSt 
4-7  749  453  1 J <82  HUM 

+161.110  479  1.4  KB  ttUn 

♦ 7 25701.460  06  3*2  Mrtta 

-51%  514  05SB3  NBrfti 

+1  261  TO  — — «0* 

4 ® a liKJ  iito 

^6  B45  SB  1503  Mjnfl 

-32  7.600 15EB  1.1  212  HpO«SS  14M 

il^  1®  11  295  teas  l.«l 

-23  l.ia  » g go  Wo  6tc 


i.r 


114.1 


_ 813  360  83312 

tt'aisaiffi 


267 

532 

1396 

864 

359 

11 


™ , ™ £2233  KEF  SS 
,‘Bs+^Es  ,S3S8  hoi  ^ 

18750  -1  IBB  115  1.1  Z76  234  -»  400 

165Jffl  -2  IBS  111  1.1 287  Sb^  — 

168  -850  257  147  25140 

-7  265  ie»  26  118  ” 


S»B 


2^15 


133  -560  181  8750  IS  __ 

Jlta  -5  27UO 13U0  88  £2 

msoc  -4  2H  1185Q  05  325 

128  +818756  90  44184 

133  .6  135  92  81  205 

830  -14  BOG  285  _ — 

201  -4  31*9  5050  891*5 

B7  -1  147  SB  te  SS  23  26  

89  -1  14790  8550  23  19  1490 

131  +1  137  130  25187  ?w-  ^ 

681  -7  727  300  84  ._ 

121  *50  Z21.H  10153  26  17.7 

24  -vlO  3450  3 31  176  gSa 


:s|lll  g 

♦To  1.130  M 15 11.7 


an  i * mo 

390  1.1  E33  SUNK 
845  15  231  68380 

8 S3ii  & 

ii  134  52  — — IW« 

674  SB  15  - *™P 

^1580  785  „ 55.1  SMC 

-TomSwwijwj  S5« 

♦2  227  110  20  JM8H8 
-3B 1610 1,175  07  20.0  WlMTr 
♦12  862  MB C 

♦1  SID  SI  17  300 
-1  411  230  19543  May 
-9  S45  3G3  26383  WMfl 
.11  C52  4HD1B16S 

-MI.S1J10  06  490  H0naM(Jain2/HKS) 

-4  522  332  1.9  396  r 

-=*fl2SB,iE 

3i§^g&s*Jig3$nE 


ID20  ♦ n IOC  8M  3J  255  agg  g«» » 

a :ST7S&a?,^3^5'7U®as’, 

246  -01  -258  1.WW  ~ 

1.756  -5 1.770 1.1S0  26  - 

-M  476  250  — -- 
,*  in  *16  23»1 

^is’sstisi  tongas 

Ini  388  292  55179  31'£  SSH2 
,.  „ 11.73  836  30167  IgA** 

IK  .63  *46S  290  26 1*5  5*0  SE 

746  t ime  U2M4M  9S7M1  ^o>* 

55S  -.01  824  497  3 1 223  3973  anMn 

ttc  cusn 
BWjW* 

83966 


-4  797  <70  19 

-5  935  3BS  14  193 

-51iX0  501  13  BJ  voh 

_ 273  148  13  — CMRn 


-2  '4S3  200  33  223  Jggrt 

Si 

*BS600.2JOOOMJ»4»*I8  OJ  _ NTT  BP-Ogj  ♦IJDgianMBHM  1-  *<■*  OM> 

^"».4jB1.1182  WW.  “ 3 IS  M V35M  S5£ 


""3-^  S VK^ISk 

IS  ^ a BSiimsfe 

a veaiBi 

74  -a  174  TO  34 121  sag 
178  ♦!  240  144  3J2 189  3S 

17750  -350  340  141  33 12.7  SrolT 

SS  ZccR  Haul  rr  kji 


■*  MV  -I  41 

»mrm  m-  * h*. 

8’-  >%■  -m- 

H*»  «K 


■a ; 
« 


* a m 


Gono*  1310  -30153!  1715  15  So 
EMKtl  405  - 410  7*735  14  307 

GnttPI  23250  .50  33*413043  42  147 
-,™  ^..o  ™ ^ rt»*B  7320  _.  2654  2a71  25  289 

lift  -SmmilSaS  86  100  _TB4I7353  17  604 

ntS  r«a46  OW  95  Halt™  245.47  _ 2KB 21525  15  236 

8£  +37  vlM  5£  38  A7  >**£>■  6650  -150  8203  53M  13130 

Ik  -.10  KLm  454  75  49  HdDrUf  5790b:  -70-73.41  4055  2-4  115 

M30  +10 ■» « » 11 1 IMMf  7150  +50 06 10 5399  1 4 t9 0 

1750  _ 2259 16.45  14  22.6  »»}  " " 

52  -1  5867  2439  33  123  »«* 

51.10  — 6851  23JS  3J  123 

Mtt  554QM  +60  B2.31  27.18  29 173  ^Wl 
Kan**  615  +66  1060  321  45  74  ***** 

Sto  12.40  +.40 1340  IMS  *1  125  »g*0 

S BB  +.13  MBS!  7969  14  _ ?® 

- -4. 2307  1.7  20.4  M to  -naui  1.1 +•♦ 

s.2  -vis  aw  358  31  139  MM  1S4Qa  -.10  2306  1253  84  95 

T7  ICiS  1261  t7  135  JttlMk  1740  -50-3441 1851  _ 
1R50  -21 MJO  1278  26  8?  «*  -35 1843  951  25214 

735  -M3  5J6«  M 11B50  -50  m»  0*10  112 

7.13  +.181040  446  42  95  **^2 

■I  ■>  iw  +ns  TH4  143  _ _ Kmk  420  -2  MR74  MOB  13  425 

■ JJSST  11730  +130  1»  3057  05  £1  »“**  i’TO 

SSobK  11650  „ 12350  3050  05  B2.7  £■*>  1300 


,73  1570 1.120  OS  736  — _ 
-13 1/170  950  DJ  _ MpZBpn 
-29 1 41 B 1481  87  _ 

-4  540  415  13  834  MM 
*J  650  333  15 194  M" 

_ 335  101  - — WS** 
-It  BSD  5B33  39  — fig 
-13  344  181  12  — Mfl 
-I  314  IE7  *1  C06  MnaOl 
-2 1650  B62  06  „ IfeMSI 
1 » 194  30  373  KM 
_ 1.175  900  05  639  MOM 
-1  619  460  1 0 _ MnB 
-S  426  345  1.4  _ M#4 
_ 239  91  -3*3  Ho*a 

*5  156  38  _ _ MOB 

-7  60S  Ml  1.7  7.1  MO* 
-2  180  S — 52  Won 
-1  K*  BOB  15  U*  MM 
-11  *B?  288  —786 

*2S8-s5-ss9iaao 

™ 14  283  nm 


xi  a jj  MM*  gsfev  & tsas 


485  -5  513  232  19  226  OnoM 

647  -13  735  3K15g9 

M6  -1  404  140  _ Vfi  qm 

316  -4  544  300  2L2  21.4  (SS* 

388  .5  E5  290  19 125  ami 

620  -31360  905  15106 

017  +81.1B1  J30  0.7  3*0  n^gp 

765  _ 420  280  25  - KStaaB 

no  -1  2ii  « 2J3**  iSSZt 

358  +1  775  S53  70  77*  taoDn 

67  -1  4®  68  57  2*9  imp* 

22B  +4  350  188  22  351  s-bxSM 

uSs  -15  i8W  2600  Q9  36B  SSg 
6?  .32  BB  300  15556  HXSM 

.S  :^igi-lsrs 
® S ilS 

rao  M 16  32.3 
728  388 


♦3 


S :s5sgSSii,K  H®1 
ns  -*aa  iK,J,ia  i^tSSb 
'VS  ” MS  SS  a a “SS  ssk* 

1810  *-35  3140  095  3*  ^ 2lSfiO 
695  +.101125  WOMB  37  [^5 

18BB1D  toWl 
2*00  Eaki 
<3894  LfldeA 

m 

300  MMU 
3162  FttK 

non  ...  12J0  540  36  — ?£5E  oS 

78K  .£357825  3590  *515.7  !HS?  MU  ■ 
San  -si  660  23012.1  1.4  fSj* 

is  iS  1SH1K 

,afo  !Si3S’?SII!Si 

,fS  :S. IS  .SSJSK 

fi-l^W9ISaS 

320  - 482  2J5  1.8  __ 

19.M  -50  2070  SCO  15  285 


0v43  - 154  023279  — 

*70  +.15  *92  166  19  -• 
9«  —20 1150  535  83  53 

,!£  1%™*  ai 

2W  3 M 13125145 
UO  ...  1220  5<0  3§  _ — 


3U  TIM  2812  — 783 
3230  +150  4653  2045  13  281 
3455  —55  49.49  2940  25  £9 
134  +450  280.14  7935  _ — 
33  - 4806  2633  25  14B 

121  -150  12127  11750  35  353 
1790  +.10  2051  1631  3J  213 
48  _ «2&2£5S  1.7  342 


T*  ’ * ♦;  ;ff>.  • 

• - 01  *1  *4—  4-‘ 

M ' ■ - :-  1 

**■  "■ 

i¥i_  . • tE  f * ■ — . 

:■*  . v .-u  -- 

■ f \ 

i-4  W.  --  . 

-w-  -jr-  r-.*  » - 

* - * .■■••  ■ 

- ST.  7=  -*-~ 

‘■It  t*.  ~ — -■•  -• 

Trfi  4* 

• ■ to-  »•  -*■-  iv 

■W  ;.  -Tt  - ■•*' . - 

4,>  r—  . 14V.  v 

-.  -I-  . 

Ict.l  y +••  1 

9L<  +v  - -=■  . 

+ r 

ffr  «**'  4 ^r-»  — - - 


«»  fc  «*1  *• 

»«  9K  NH  * 

W**'  .*•  ■*»»  1 


-»•••*  ‘ ’ • *•  - 

7,-jMS«4»  -=  51-  -•- 

4Kfcp  ^ '4M.  i -J,-  .. 

Ik  «M  M * .-•-... 


HpM  11H44I  — UUH  JUJV  IU  D.I 

mw  21  -60  31.79  1877  80  15.7  RW£,  '» 

Q,YMB  2161  -M  31.11  1558  80137  Lahmyr*  M.10 

0*^k  8.05  +33 1430  037  3.7  9.7  Lfg®  296® 

ET  830  —65 17.16  853  81  55  bd(  31 

pSp  SB30  +198  5853  28.41  09  !4.6  UM  482 

Sn|*  ]M!  ss..?5  uSS*  a? 

IB 


nsnCkp 


-.40  7103  3656  _ 45 
-.10H23  1453  45  97 
+1  BIS  95.10  4 4 0 4 
-.40  5190  3349  35  1*2 
_ 31241 3S.1D  15  52.7 
+50  3426  2802  25  181 
+15  nUS  41108  31  106 
-40  2854  1170  2317.7 
-4(1105  21832  35  115 
-0  BE  32  159  11  — 


1040  -301815  792  05  745  MWi 
&££  ’&»  429  54  14  Marranlliso  +l5  W450  4153  05 

» I 

05  « Is  47  95  MUEflflB  453  +7  501  O 312B  02  _ 

— 'l-js  Ti  .51  20a S3  ._  317  34798  1.4  605 

♦ 18  2926  11»  39  0.9  MUpl  1,020  -5!4p«  05 

-52 17.15  697  5.7  55  gMlrii 
+91  031  091  — 05  £«to 


SffmR 


sr t 

mvsk 


7.80 

796 

3.75 


1040 

0J02 


-90UH31 071.Q  05  215 
5 1191  810  5323.1 


2640  „ 

. 42TSO  ' 448  2SSJS  15  343 

Pina  1225  + 10&ffi  1074  09  54 

HUflCE (Jm  12)  1 € = 555957 Fr*  ’ ‘ 

RWEdM 

5010  -20  6020  4240  15  343  S^H 
191  -750  772.1B  1J740  I6M.7  gEL 
15230  -420  198  1151D  1.4  235  Sp*^ 

-3  21730  6800  15  " ' 

-.39-31401554  - 


Saba  bs  -4  172  66  53  73  gg  sm  _s  s®  *15  to  mo  now  ^ 

^WB  83  -450  109  B 84  73  S3  2,150  -10 2310 15«  1.1  263  OJu^O"  « 

as#w*  144  -150  25*  BB£D  49 142  imm  350  -1  628  321  33  Op* 

5K5SS  u+tn  -i»9l  198  491*0  SS.  1 7-*l  -4B  2660 1.4G&  16  313  Onxn  1390 


-3  BUD  128  *9 1*9  mgi 
-5  356  100  29 145  wun 

na  iviiini  f---  - 


-3  23555  130  32  173  nnrn 
-223550  OOSB  32  175  mtEF 
-6  343  1B2174  115  inm»v 
-3  130  54  85  _ SSeP 

-3  MBiiH  5650  3*  145  HaSui 
-5  13150  E2  06181  1^" 
_ -6  315  199  47  37 

91  — 

91  -150  ■-. 

33250  -750  397 

11250  -50  201  „ — 

BO-4250  372  219  22112  „ 
2630  -90  31  £150  39 126  Ma 

~S  «.  262  200  2.7 126  “ 
163  +250  210  150  32  SB 

M -4  166  60  81  145 

68  -1  QUO  57  81  19 

?n«Rn  -6  374  146  24  96  btmM 

mS  -7  283  15258  24  96  BocM 


3^8  1 BST3S  sa  is  -l»SSB4SS4SeS  iffi 

_ 148  BS  *1  109  H Hit  *1  331  185  32 156  ’S 

50  148  68  *1  186  Srf  370d  +4  650  332  13139  jM  86 

^ 945  26 132  !5K  nw  _4  400  101  _ 185  Mctfl  1-OI4 

98*4  80  K 


1 B 53.3 

+3  408  260  22  30.1  jcm£l  19.S0  -aiau« 

+2  734  369  12225  kbsjjm  1360  .25  17  140  66  - 

_ SBB  2ffi  15  389  Emm  033  - 080  071  81  — 

♦91613  902  16  355  :r..CrA"  340  ...  7.W  260  36  — 

■414X14  313  I—™  luau  -4522701.074  0 9189  lAMt  033  . . 091  021  30  -. 

flS'  MuSi  EnaPti  3*0  —S 4 030  250U  0.7  199  UMU  B —12.10  470  36  233 

^ JJ8&  ss- 1 ^s:aiii§  as?  hs  * — itB 

-7  253  159  72  _ QnlC 
-a  1170  1600  27  38.4  On* 

♦sl^pi^iail  M-0  .25  3*3,88®  S5E 

.2  180  70  - - SUM 

-27  1^4  «0  VI  2li  SUM 


3531  KnkSd 
91570  MX 

nano  iwwr> 

ffilEV  kit 
B7548  ROM 


' KCSSM 


235  -4  360  JOB  34  12.0  MAUiR  790  _ 17.B0  « JU  — “ 14800 

5.100  -10  6600  4300  03  »7  HnMj  ig 4SB  -1 50  2930  755  33  176  3250 

aoon  .anneal  7^o  03  213  pmm  034  - ore  ojdms  - 315752  - — 

383  +3  405  270  1 3 444  nibi*  11 40  — 20 10*0 1*9  45  |JM 

™ ™ +C+1TMO  -—IV.  5. 76  Si  ft  20  85  20 103  392B20  LMthi 

027  -01  O01  023  _ 12  UUB>« 


211 

KMi  OT  +22. « 


Sian2BtMD(ian12/R8) 

biolr 

-32  10651.150  15  3*6  fS- 
-4  529  NO  24  355  •»♦- 
-25  BD2  345  09  _ ■Hcp 
-21  32361620  — 213  S — ■ 
-61W8158S  05  _ 

4ca  137  — “*5 


--  332  16136  Rama 
- — 400  iai  —185  MccM 

Tina  +2  745  * 1-1480  RUB 

510  — 1.100  <35  1.7  _ M 1 

114  +3  210  108  — 89  5jBd^ 

1.112  -44 1510  607  09  — 
ire  -5  239  117  —145  — — ■ — - 

“*  -14  -870  SO  - — SB*ja  2590 

-1  an  200  85117  MW  138 

♦3  306  187  23366  ant  1-ffiD 

« +13  S SUSi  ISSS  S 

m ♦is^sis^&lsk-i  as®  ^ 

1400 


. 1ZJ5  + iU  23-03  111  U-B 

RWU  46.10  -230  6761  3870  19  3*9 
RHEKf  29.40  -1 .10  4467  2552  3.0  182 

217-1554  BUZ  217  35  — 

2050  _E21  18*  10  125 


Rockwell's  call  centre  technology  is 
helping  to  speed  up  assistance  from 
AA's  emergency  service. 


CBnitt 

am  Bw 

CStal  23150 
BIS  Ch  82G0 
KECJW 


mu 

1578 

2242  — 

ims  -15  1565  715  32  307 

TS-iS  ?&  ?Si5^ 

iSa  -1.190  880  15135 
129  +3.75  2W25  B650  — - 

-3^ 

-40121065®  — 21 5 


. . 345  190  17  546 

.1  245  no ...  ___  

1276  —1.306  670  16  389  Sca^fl  1330 

■H  -K  ta!  4W19JM  SSfl  3320 

296  -IB  *20  222  11  — caff  6*1 

7B  437  1.0  249  ggS  405 

327 


-80  itmODAHO  02  IBO  vun, 
-lie  1395  14  231  Stamlk 
_ 378  201  86  751  rk^ji 
+11  S62  165  32  — Skmid 
♦22  966  *96  10174  sow 
-15  3,720 2.440  Il.t  187  UADI 
-1  235  130  35  31  4 SwdA 
♦202605  640  - SottS 

*40 1570  616  0.9  - TaMBr 
♦2  627  <25  ,6  70-9  TN4D 
-7  434  295  15  519  tMnEk 
♦10  66D  388  15  415  T mg6r 


707  -18 1370  7TB  19  303  __. 

tB  3 ^ O-il  SS* 

209  -1  S25  286  1 0 — srUta 

108  +2  102  101  *9  62  rm+m 


-30  9650  7531  67  54  0 9Rn 
-50  3d080 1580  15  - Hart 
-SO  5950  3300  02  WMock 

it  W CT  1.7  162  WlM» 

-5  600  360  39 165 
-3  568  2*7  - WM»» 

-18  032  459  19422  YtZMg 

1.104  -31500  801  19109 

45  -1  168  3*  — .-= 


1525  -153520  850  11  119  98631  tabM 

067  - 139  039  no  --  103681  LUMP 

7.50  +.10  7.90  310  3.1  106  173731  NMW 

3JM  - 530  293  44  09  209006  MOSS 

138  -04  115  OK  29  80  inB»  UnB 

233  +D5  4.10  liOTU*  29  170031  IWMl 
450  -05  4B2  189  55  70  *77  Bftfl 

4 ♦ 02  6 240  75  186  

057  . 109  032  88  21 

3Ilft?*.2§4i2!,!S!2  r, 

J aS?  oSAiMJ 

-15.10  805  1.1  .. 

♦52  210  0 73  IU  ...  .win. 

-20  16.70  1040  44  15.9  17079M  ■■.— ... 
-1016,10  695  6J  1*2  320216  KMOG 
3689  PMM 


6 

2050 
095 
005 
are 

1*45 

'IS  * 05  9 30  320  *3  01 

2620  -90  34.10  1370  69  68  

Z50  +.15  595  1-95  - 124  67174  NOW* 

107  -94  1.70  OBBIU  69  752882  NmuM 
095  -92  153  052158  - SBMn  »W 
2215  Nm£ 

TtBoan  onnx 
*8837  Pood  P 
5201  mcrf> 
411569  Pa*M> 

- f 75  ? ™ 7^  SS  S3 

ri?  sa  ^£5s8b ^ ^ i •*  % 9 -SS® 

si  -at»«»-^3i^flSffl*isaBfiBa5gg  ]£»  ■sissiiisassStdB^sSSiJ-i!  »^ES5* 
^ His *3  SS  Siia.7  ^ 36^8  S’ tb-v^  asa 

® .is as 3?  issr  « »«  - 


1,478  W174 


139  ^ranM  19165 

«5„  ^ :l?^S^SSSi 

22.10  -39-3140 159*  _ _ 6sS  +9012593-1006  22  109 

1B6»  -99O£iaiJ6J0  „7M  Sit  2190  tjO 3727  17.13  29  110 

124  40  -15013650  6360  I.1M  gem*.  n*50  +130  11720  79.76  12  345 

4550  -1  77.75  4293  20  269  1D7  -3  345.42  66«  29  49  HunDd 

^8  29 168  ^^6177  7123 »£  M ||  MB 

4975 


+1OBZ029 

— ...  -35  8659 

4aeo  _.B290 


1 13227  8E08E 
732  19  202  sar 


JSS  ■»  sss  ?3 

JuSa?  4975  -5059BD2S49  1.1  283  |Mn  104 

iQ—l-  5.450  —50  @J33D  3.B80  19  161  M|  610 

iXs  2CT  -39702100  1.1182  S3  W 
IHBaf  2988  -62  3926  778  12  £4  Ko4B  1420 
• Sm»  2947  +13  2999 1930  OS  37 £ 335 

+/-  Mgfa  MM  HI  S 2JB6  ^5^61^09379  2.^ 

H SHJBiia^sjllllf  l-iPiai®  1 


TSaSSiS  3“  133;  « 

3750  -»6%iW0  13  467  IgS,  ^ 

911  -11  090  «2J1-!2nn  ShcrDen  0TB1 

— -»  S 2S  M a*®"  >» 

QO  7SG  1.4  C2mm<em  234 

^ 9U  621  14  169 

HB 

3*1 


03264  Sftj 

-6  5M  ire  23122  M, 
77  22  60  uTrWl 


1S7  — — 
171  66  — 
541  ,9365 


425  -17460  mo  135  29 

3400  -25  5975  1275  _14  13.8 

575  -251 


*/-  NU'  Uat  VM  PM 


44  ora  mo  is349  Sham 

_ Z20  B8  — Cflh4r 

■s*^aJS?-iasS 


-1  166 
-4  346 

+11  290  •<■♦+>  — 

IiitSiIS n _ MAiATSU (Jan  12 / MYR1 
-«  '527  321  1.4  465 

S3  HI  nS'i1- 


82854  RnoOB 

.zts  14  iio  -™S5  SiI,S 

its  zt*  1.1  IESS2S  Ssi? 


-75  2910 1,630  67  667  826  -11  009  « 

-2  m asfiLMH!  **'&  !£?? 


-fll  1MW  Irfjy  u.f  MW 

-11  90S  ^1^3ft4  S*gj 


8S  -ft36WM7S  67  62  KMOB  B30 

% ® w^i'iaa  1 


2690  -36*2088  22.71  _.  cirSm  40-80  —6299  3732  1J0  2D2  KUI 

«30  — Ki 8DB5 3125  62  6B  S5sS.  +1450.16  341  27149  104* 

] jJhBSe  n jSHwfflii  d^iftHlliBf 


aSl^inll  BgjtQl  17^  ^ 0^^3360 


53  +31 

117  _ 1 

5195  -1.45 . 


■V-  Sff  « 


509  B30  - 39 

L?0S&ft  39159 
,_3«aB401sr90  12260 

-§^4^35,54 

♦ 50  135J0  00  22175 


6575  -135  771}  H » W 

^♦MoSTiSISgiO  gs»  4 
IMS  Sp  . 2 


£3199  znfpaa  

1 * ®l'i  Boreal 

— 39  RDi+ch 

33,55  BajuB(J8mzjie=a76756Pirt 

12  260  Tl" 

AM  1625  -40  175!  £76  15209  j„ 

tanWl  £50  -JJg^g  ?-S+v5  MB 

BMk  169581  -IQ?)*  2-Sf  TSc  VM 

CRH 
Cknda 


+2D*1^W  870  00^9  sg|r 
+5  *1500  690  09  35.4  SGS  Ha 
-90  144  3750  43  93  SKHy 
„ 1254137  — — SW«0 
-10  267  190  O7M9  Swr. 

-3  mS  138  D.7K9 

+5  9W  «4  19  « “jp  as! 

*?aa  Sffl’aft  ■,! 

3 isaaiaS  3 


'-8  560  19  342 

.40  £931  8E0  55  66  

JM B +1  648  23050  *1  U3  m, 

815  -15*1420  675  1911.1  UiaSt 

322  -650  H8  12 119  iaiMa 

835  -5  1.7E0  000  — J5  n^a, 


232 

>740 

3OT 


136  2.1  49J  SSSm 

S»“8Sft 

is  isi  T*i«^a*?gg  » 

B36  09  809  gah 


835  -5 1.7H1  BOD  — nsaa 

2.170  -130  ire  1209  14  09  Kdmff 
2270  -602730  1510  1-3219 

70  — 110  0610  £3162  Koofca 


325  +3  5KS  265  61  1A3  gTJSL  1I»7K 

417  +197  430  255  04  337  gj**0  19^5 
- - 3900 

604 
102 
457. 


, (ton  12 /Drachma) 


Tart** 

IBS  86 

. UMO 

142  VnfcA 


^8SSS5»!Sar  3*10  =Saua^7Bi9B9  4m  im  +-W3I1I  <SEH3»gi 

1*50  -7515B7  68S  1.1^5  ,7^5  -95  2491  1293  13  229  j^Sf  32.300  +®  2®  S'?  2“ftB 

595  - 15 10.18  492  1.6  99  5tS  5*  .90  7£BD  4297  £0  172  CraA  30410*  -W®  MO  WJ9  19 

6.10  i-  "RCQ  WJ  19  JZ-5  VOmOH  Z7.1D  -15  429B  2246  59  07  DdttD  *2S®  +40  5954  UOO  17  E2 


<K  *1  • * 


HA  * - 

# » - + . 


-•  yt  ■ l' 

■ 

■5  * • * 

‘'i  ’ 

®.  '•  ’• 
* T • 

-w  P- 

*■ 


19*  — 263  Italy 

SS» 

1®  .1  W7D  76OT  29  302 

- - ■ 02119  fTALTJJSO  1Z)1 1 = 1B3027OOOUD 


anassfi 

«iS33aiaftiSw 

+5  2090  1*10  - 369  SS?" 
*2^  117*9*30  60  Bdm, 

SJ  sSd  WM  IeS  19  399  BMK 

"^saftssiisssag  g«a 
*S -aft  A all-  isngS 


-95  9726  6339  07  _ JnMBA 
6615  +95  60905594  - - JJMC 
30  -5695  3897  3.754.1  IW*I 

1795  -25  3790 1B24  66  7.1 
2675  -1.10  ■3540 1647  05  401 
2190  ♦«  2392  1791  17  204 
1296  -95  7792  4791  141«3 

B 

i Iie:p  §g§  igflls  TWErpaoiZ/TKlft) 

isgs  +“-||  sss  s m 

S38  ;jSilft  1^18^  Bitao-iisweaScwA  jggj 

1296  -.121448  0-1*  05  £1 

rfi  '^10®  797  1, 194  ptjBraGM.{Jm12}1  G*m«2O0Est  gg^  ^doiSioo  

D96  +^  OM  £8 147  Pareitl  8900  +30  -*80fl  6)00  — 

090  +9! -5795  038  29  mrt  -K K« IMS  TJ ZU  8M»  10400 

BCPOTI  Zf  -Jffi  34J67  17.4B  1JB  2HJ 

j*  M 1^11  ill  |s  gpi  m PACIFIC 

3 9 1 HH  ■ « «-» S iS 1 I Bfl  „ 

’s  m:psB 


-9  495Z53JD  — — 

-41910  556  24  M2 

-10  *35  31730  _ — 

+9 1926  6*5  12 103  ior^» 

-2  IBB  70  15  179 

—2  BS7  230  22  — 

-5  488  252  17  189 

-EB  "2980  1,150  1.7  259 

-34*1,118  561  1.1  — 


5^1  450  17  172 
-13 1410  521  29  _ 

- lJsa!  1921  09  2*0 

486  15204  

481  29  329  ssar 

401  1,19.1  TDK 

U8  19219  ggn 

„ 104  29  _.  1SS% 

181930  0.7  302  I3S. 
- 240  1.7  719  iSS 
1200  19  318 

MSS  i2  218  nSSi 

103  2.4  — TlrtM 

485  19105  {ST 

t3m 

1®  D9«|  ido, 


__  468  227  12309  g«“B 
+3  931  <81  1577.4  |g< 
♦719601.156  06  27.6  gJ&P 
-a  80Q  502  U629  ggmo 

ll  Si  1S,a5*!  3?&  247 

3 m ?31  29182  S' 

-ib  ^ 

- - 

.514701960  OB  199 
-ea  11  JM  6.70)  X5  219  MB* 

-10  320  185  20  215  M** 

_ -1  430  185  34  306  j"**1 

H ASHE’S  US?  3s 

718  +7  723  «1  1.0347 


■96  129  021  — — 
_ 122  1131  — — 
„ 3.76  151  £5  205 
-.06  176  0*  19 119 
-.10  995  390  _ 32 


Asa  -in  122  ai  fi  --  - 

945  +90  1*90  B 22  89 

SS  _ 640  ,96  51  08 

-96  490  ,96  09  69 

4.00  192  15  — 
091  -.06  1.48  031  59 119 

3.10  -.12  *«  198  51  — 

094  -97  150  023 


^SST 

■SB 

26256*4  KaDnB 
1022851  taAf 
£32350  Mutt* 
4808  AoMfl 
1B3B1  5NC-U 
6500  SRTd 
10KSI  St«7A 
1562  Sixth 
■525  ScaflC 
339232  Saorm 
1,335  saanC 
44632  SbMA 
88700  Stall 
Mm 
90336  Sonina 


;s,.i5  ra?  09£2  PJJ” 

^nsBaas 

t|  SS  !i“*F7gg 

-a  m j*  .-.a? 


-3  '’500 ' 380  19  Tggjj 

ifaMi  344  -3  500  270  29  329  ru,^  EB  -a  KJI  M — iJJ 

Sn  &2#  +4  090  552  1.6  99  {SS»  344  +11  « 320  19®.* 

IH4M  1.100  -IT  1,689 1.0711  15 Z£T  tokCo  530  +5  E89  319  17  249  ^ 

SS  171  -6  379  155  15 1*S  Tort  325  -7  SOB  305  15  58.1  ™g« 

*W“  HI  . ^ 200  _ {g»  ,5^0  +200 W^O  05  4*1  JrtM 


164  _ 294  055  02  562 

2.18  -90  *78  124  02  — aln  ,mE 

770  -ns  795  273  1 9 70.0  459793  Tack  B 

094  -4E  IS  H9  — ,17  417316  TaUB 

1.45  -.10  292  JO  - - 06477  Tta*i 

an  -94  1.15  022  0.7 1£4  100  Tom 

123  +96  £05  637  - 

15  —219011.70  »-c 

IBS  -92  7.95  392  49 

gS  — 12  396 

SK  +96  7.15  198  — 

£15  -m  £10  091  £0139 

223  -95  156  081  — 

1,14  -93  195  027  — -- 

£15  _ 995  £64  IB  05 

2290  - 37751320  04115 

426  -92  795  354  08 175 


»\\n 

ia 

, iOJ3 

K +354675  2*9 
3073  -IS  589  » « 

IU  23 

3t338Si& 

61*25  60205 
ei5-»  45  » 

465  +14*85  3# 

469  -.1  46S01 
£15  +.11,3  *4 
256  -.13  77S  19 
13.95 -flsua  115 
21K  20 103 

1125-05  251X9 

30.15  43252213 

109  -35  279  139 
6.0  .3  25  55 
65  . 031715  5i© 
695-15  7.7165 
£35+20023  *9 
1*3  -JS  NI19 
2 -I  641-13 

2026—3528451525 

91  -.15 127  99 
3a6-ISK73  O 
48  -25  4775  315 
165  312115 

3226 -e SMUTS 
£86-17  80  £2 
»9-e3Q11*M 

6*1  i.caas 

11  +251775  66 
7675  +2  714  579 
249-352025  1* 

67  -.1  10  60S 
63  -SUM  79 

5 77  *3 

26-7531  752^ 
529  _9  MO  293 
104  -9  23151121 
10.7  +1  106  HUS 
109  +92125  ■» 
1675  -9*211*3 

jssraaijs 
“i  -ir+’ss 

82+.1521Ii*ra 
2.7-00  69  19 
1 a -OS  7 1*5 
485  -9  098*35 

14 19  15  10 

10  -1  66  £1 
164  -.1*10311121 
163  -6  361  IB 
32.0-25  310  — 

2b  -12325  200 

“sj^ss’a 

‘51-^^  £ 

615  61-53175 

1025  - 35  239U4 

”5-76  £a3 

^ llSfiW 

SS -763(81  24 
10—952146  119 
Ml  *1  111 02 5 
3595+35«fi  2» 
IB  +.1  UO  75 
liS  .9  24  090 
a 2025925 
229-15  a 1075 
1005  -IKS  146 
02  1.15  00 

2225 +J5H  751721 
24  65  - S 32  10 
&Z9.2A5U21M 
*9 -£0  7129  a 
30  -75  45  a 
009  102  69 

04+25101  *1 
17.9  -5  901  140 
80.1 

34-05  605  5 

♦235  -25  44  23 
1£3  1725  10 

161-16  34  IB 
161-T252UBMA 
053  IB  I 025 
1095-14527  2122 
1066—19 136!  79 
349  + 05  375Z1S 
34  75  -J379£ffl 
101-15  2114C 
210  222  172 

12  -ill®  62 
665  79*51 

0075  03910075 

6.75-15 ,42  9 

1795  -.45  205  13 
£5-15  645  125 
179+121825  *8 
B1  5-1.15  322  575 
028+91  £24  026 
333-12  65291 
1£K  1*9  69 

495-95  79  227 
105-25  mil  73 

^15*^2  lara 

a 4%S 

B+jil&SB 

7K -A  146  6-85 
46*  -9  55.4  409 

"*•522^ 


33  +98  XQ5_6W  +-S.J-3  128706  HhMB 
15  _ 2190 11. TO  72  ,0.4  J1B7583  TmOom  t 

“ 1BB  J H-ffl  1130373  T — ■- 

£0  172  138523  T 
£1  778,0  T 


*<6  +96  070  1*09^ 


27019  TrkHA 
2000  Ikfnae 
29464  TrtHn 
336680  TntWi 
aeo  UCmp 
3,149  LRdOom 
S238E  MEMO 
BM35  Wafts 
201B?  WrtC 


I £5  219 


■a^-ssa75a  -w-° 


sliiils  s 'i  g s -ill IS »«  *a  ^ m 

HjS=asss“"S.  | *3 gs??,slf  •3Hg,SHg»i 

5n  -14  ill  415  09  - FC6U 

1.125=1  


12B  -91  1TO  Offl  4— ♦■♦.  ituKi  mm 
2J07  -.08  *42  091  19  _ ,01207  talk 
615  -351390  *30  1J  — 50IO  WG 

9iy><  mi  0 2 — — 

£96  -.14  630  072  - 63  MONTREAL  (JM12/CWH 
330  pm 


^isssasss 


1295 

117 

657 

*71 

601 

497 

£86 


-M  044  106  09  3J6 
7RA  —OR  3lS1  1-47  1£1M 

5S  £ J45  B98 sPAM(JH1l2)1€n16B98E00P& 

« ifiia  ss  - mo 

612  093  acs 


1.161 

1240 

161 


-2  535  378  19  359 
+S  B17  368  1.1619 
+S  £M  IP  09  a.1 


1.4g 

097 


SX*  som  +Sw3ialoZ  « » 

?!ii  tn£»ie20S9  73  5KS 


m ft?!  33  S 


aD5  -.41  739  605  09  B1-1  Aetna  57.70 

6M 


WBA  29.40  -30  4520  16m  69  73  ^ 


_ 770  3B2  *. 


-»=■!« ’-QJS  9-5S-2  J2+B 


■«  1 i+«  ♦—  nT""'  ACtlrt  57.70  — 00  BOBO  731  04  * — 5fiK 

652  -38  S-7*  357  0.7  - gg  -151*18  §37  14  _ ^MA 

iffl  -.02  667  429  17  64  24  C7  +37  33 11W  19  22  JJJ* 

naG  -xn  19B  054  — — ESj  1109  -61  165611.16  £4  2£4  VMS* 

SS  r«  ia C“E-  _J0 66.15 3612  09 »7  KnrA 

SJJ  "3^^  04  4*“  5ST 

2£iq  -iq_laii®  i9s*|  «** 


mm,  TlS-£*SS®iK3“  Sta 


602 

1.15 

092 

ara 


+91  1.®  036 

If  B*®*1" 

-=  a®  am  - 


^ -iS  ?i  ag=a«  fiSc  ^ 

^ ti’iS  SSSSi  r ftft 


77  -1  TO 

52  +1  92 

309E  -fa  m 
3790  -1-50  02 

^ =1  ^ 

'S  ^ 

2080  -20  46  > 

200  -3  20* 


'ftS 

B7B 

52 

kit 


-6  82! 
+61." 


'Si3  SiftS?1 

Ills  *00.7  taro*  . 


♦501377  070  09323  rwk, 

-iS  f»  «a'i  ^1  {ss 

+4  505  306  39269  TkuQp 
-4  230  137  13  — Tndta 
-141,150  Bn  13269  iSS 

+5  639  403  £4  223  „ 
-’Zl.nDlOCg  09309  T 
+3  ^ L/So  lfa3I)a 
-6  600  » -MO  Tuan 


£16 

£65 

048 

120 

3 

4 
075 


i ii  HB®  B M =Hft afl 


SS  bS  Sa  « . ~ 

assr 


OP 

as 


'"tS  :;3S  *b£  £m  £0133  gtoM  Tixs  tt? 

?"m  -m  290  ; 16  17  .-  ™,a  S iara  7ja  12  <££  ?12 

ire  -37  290  124  *4  7.0  '■’q'S  -13  12JJ4  097  1.1  118  MPDlffi  184 

SS  \M  a«  ~l0  X*  6L«-aje&™«£:H&3  »»  S 


091 

5.13 

BB2 

37.40 


'■*  £§!  527  f 7 36'1  ggtaM 
IT  4i  JS  2233  09  629  BMttl 


1623  -.42  2527  1020  19  309 
mu  -1.10  3635  21.10  £4  83 


*%'**-_  sa?  g 


-IB  1970  1J21  07  KJ 

5 1 18^© 

jjihB 

-10  22401360  OB  *3.1  ** 
+60  XMO  7J}HS  09  4B1  «™ 
-0  660  287  1,6 11.1  MHk 
+10  32801900  09  _ MB 


-1®  sib  vy  „r:  rw imi 

-6 1.480 1970  1.1  309  FC  En 

110  +2  274  105  _ 361  FC  For 

78  -3  K2  +£..-»  - ES" 

286  +2  570  281  1.7  — Ml 

103  _ » n - - FkWMr 

‘5  :?  g ’gfiaS  5SS1 

J2«9 

-11  745  902  13  302  raft* 

— 1 717  430  09  — TofcCp 
-6  300  226  12  60  limn 

. _ _ -10  46,  aa « 204  Waft) 

-1  304  HO  — « Total  156  -1  300  1H1  32  142 

+J  334  168  60  3*5  tdKi  2955  -10523151.1®  OJ  319 

‘ ^ m?  — * MO  +B1MD  "ojl-,-5  sMEAPtfflE (Jan  12 / SS) 

1967  .S29Z01980  BB  279 

ms  +1  352  1»  391S9 

Til 


—20  13S  195  61  00 
-OS  -297  120  — — 
-.01  121  030  — 61 
-00  £flfl  1.15  *7  _ 
-07  435  190  *7  89 


171641  MnOf 
10M2  Cac*t? 

200  GTE  Bn 
21203  Xoutn 
14357  KtMctl 

paisas 

-.01  1.48  OJB  „ 66 

664  —21  610  390  62  M5  IE0C0P»  12/PWO) 
UO  -20  7.40  *76  29  222  +230001 
TM  -95  895  590  39 19.1 
*7*  -.11  990  *4  mo  .1- 

655  -03  265  235  £4  361 
7 -15  *7.25  490*1  - 
— *297  2 _ _ _ 


+1-  MM  Cta 

*186 +.15  ^22+ 
63  — 1 1135  68 
1*5— JB  1723  115 
3675  —8  3B 1525 
JOB +25  221  H JS 
3675  +25 3455  23  8 
261  -06  264  025 


HM  taM  M 


£60  -z-a  "3- =®Sn 
IS  tS-IS 


4 «7  Z®  21  104  {Sea 

+MlS  &iA&W 


-11  434 

H®  4M  14^72  iSgu 

S 

+2  6*9  <75  0920.7  {Jg*, 
+2  250  IBOUa* 


ISSt  -«i 


's  «a 
“Si  §£? 


1« 

220 


3*5  175  21  »2  nnsLa 

053  230  24659 
228  T2B15  _ ffiSfr 

» ?So“  ^ M 


ikl-  ' • 

.'  *4  *• 


«“sat,ssft^ 

nahomal  mid 

BBBNMAL  MARKETS 

Rflurac  in  pwartlwMs 
8hon  nuaOer  rf  fcra 
gl  nock 


sssis  jar 

mao  JI  sjw  -i«3.™?^KSi  SS" 

»M  M 1 ’ - 
40  04  09  AEdHC 
1010  _ — Parttg 
OK  — — 140  12 179  AataD 
+326  +.10  3792  850  39113  MA 
220  -050  285  MO  — — Mu 
^0  301  227  29 112  MMM 
-6  §8  163  32  133  fflKl 
-8  260  140  39112  lft>+«l 

ft  -3  126  n 61  29  Mt  S 
65  _ 1Z7  52  62  24  Ml 

114  -3  225  78  19  69  BK  

'«i — 3S  |1 1111  i 

' FRDAY  JAMURT  S 19W DOLLAR  DKKX 11  % 


£60 

*S  -2B  *650  296  43  02 

5 —15  "62b  310  23214  ^ 
COM 


170  +2  250  IBO  24224  Tata  115  _ 242  1®  — ~ 

3JB  -11  600  275  1834  {g“  155  +1  Z«  1*19293 

" 85 18 H — n 


306  4ft  50b  27S  2J}  — 
£185  -15  £845  1,760  09  11.7 


78 

1440 

1.160 


096  +.05  ,42  618119  6.1  GTBB 

a .ft  “3?5i3ias5sr 

1.07  +91  137  003  59  — THcmk 

1»  tJS  2»  070  7 4 . t2m  i£S  -£10  ~T-  *” 

W.  rS  ^ £S»1S  3S5F  jBR<i  " 


23.10  -35  £1.10  1610  *3  59 
,018  -32  16721016  £5109 
,018  -26  1024  10  IB  _ 104 
Z5  -40  2601  lift  _ H9 
2750  -90  5070  2050  39  73 

SS  "SSSISz'K 
}%  ^ “ 
=H8':S4iS1M5|f^ 

B530  -£&0  K7J0  4650  67  11 
SS  -BO  33.40  1730  Z8  _ 
2246  -96  2720  17JKj  £1  169 


JKM>T  334 


084  +.02  1^  OJ1  13  10.7  «m 
797  +.04  132  ahB  73  61 
**  -98  £46  TS  - _ 


3530 

U® 


-3  1210  646  12  tt.7 
-40  3940  £750  OB  — 
-39  1.690  935  12  199 


rs  +m  in  11]  - AFHCA 

498  -10 1"  £2  19.1  SOOTH  AfWCAtfiR  12 

3 ®«  -S  i.W  089  14  239  +/-  K*  ta  m M 

oea  -!rn  ora  044  07  .-  ftSABp  3145  -3551ft  15  £9 119 

}^  SB  S3  SS?:!1”  jg.  iTIS  S"S 

a :sgBo2ja:^s!ss»  _m  ?««“ 


MONDAY  JAWAHTtl  IBM  - 


Potad 


Local 


Year 


21197 

„184.06 

.JtZ 1.71 


Auftato  (76)- 

c.n 

MgimpZ) 3 19.67 

Braril  {32)-~ 71  £30 

Canada  mis 

— 

3*^0, 

II 388® 

Jiff — T 

. ,_jitog.CWna(67) 

MOM*  nJlrt 



My  (S3) ..» 100.68 

vhpu  

ISBShs— -4^jS5 
S3Sfa,l"“  — 24753 


mofftos  (22) 
Ptnal  (iQ- 
Srvaxmpil- 


"■■  ^56.39 

' — ._.372-72 
.Z31.22 


1 2 
-CL3 
-1.4 
-6.0 
-(U 
0.5 
-(Lfl 
-1.1 
-£.3 
-1.6 
-0.7 
-25 

-as 

-£6 

19 

-22 

-2.4 

11 

-as 

02 

-09 

OO 

-1.6 

-1J 

-1.0 

-2.1 

0.7 

-oa 

-0.6 


— — . - ■ 198.27 

Sqtfltv  Africa  08)..— —■ +11992 

WsW> ^;S.96 

SMBWfcnO  (30 .26.59 

— “305.82 
united  Koodoo  pOi)- ‘ST n 

iicaimn - — 

46166 

America  pwi ^ 09 

Enrapa  (733)-.- "lW57 

EuaWM  0*5)-. — 

"!!l06.63 

PacKe  Basin  PM  - ■*■■  33 

6nH*Gfc  n*Pj-- gvitf 

North  MMriea  P33) — Vjg  ,g 

fiws  Y*  £Sss  "T-l-^93 

: Ex.  Japan  Pna^—  • 10749 

Bl  Eurttoc  (1950)-  7i7}(M 

8t  US  (16M — — ”"30859 

statt  EnwBoaffl.-- — -2*53 

WMM&  japan  11B501- 

T>w  Start)  Mft  P»5» 




191.51 

1B6J9 

3B1JM 

106.18 

192.81 

45351 

55933 

300-15 

261-13 

344.15 

29126 

48,95 

SlB-97 

165.40 

91.01 

92E54 

46933 

58.91 

22325 

B7.13 

24632 

209-01 

17023 

37034 

4B&25 

38534 

24.04 

348.57 

471.15 


146.41 
12720 

291.41 
82.70 

147.40 
347 JIO 

428.05 
23634 
199.53 
26100 
224.10 

37.42 

3*74 

126.51 

6937 

70934 

35025 

4533 

171.05 

66.61 

1B&46 

150-78 

137.01 

28327 

37096 

29435 

1636 

266.47 

360.18 


21132 

162.16 

363.73 

119.46 

21235 

50133 

B70.14 

3tB.11 

25437 

380.11 

323-90 

5436 

55230 

22933 

10032 


219-79 

162.16 

363.73 

26630 

Z3234 

440.72 
870.14 

305.11 
25437 
786.17 

322.73 

284.11 
K2.30 
229.53 

6037 


102535  1116136 
45335  4M35 

6536 

. 247.13  2«-26 

95,23  1BtL86 
324j(6  324.46 

23034  178J6 

19735  768.72 

44738  44738 

53x94  6«.® 

425.26  3©.08 

2635  37.41 

38439  34&S7 

52037  ' 

46131 


10339 

51731 

109.45 

217.S7 

49934 

348.61 

9036 

102.08 

19238 

10731 

216.68 

307.70 

42054 


-0.1 

-0.1 

-13 

-6.1 

-0.8 

03 

-0.7 

-03 

-22 

-1.1 

-0.7 

-23 

-0.7 

-23 

-0.1 

-03 

-23 

03 

-0.7 

-03 

-0.8 

-03 

13 

-1.4 

-13 

-2.0 

03 

-03 

-03 


333 

2.15 

136 
339 

138 

139 

130 
236 

137 
1.11 
3.79 

1.16 
1.71 
1.21 
1.07 
230 
2.09 
432 

232 
032 

131 
139 
3.67 
131 
133 
1.16 
2.53 

233 
135 


2O0AO 

184.65 

42730 

12739 

21436 

40932 

62431 

34531 

295J7 

386.74 

32635 

5637 

579.04 

18834 

9634 

105068 

53234 

6333 

249.02 

96.17 

Z7538 

29136 

20130 

416-44 

542.40 

43533 

2631 

38031 

52531 


1B935 

i66.ro 

386.72 

115.13 
193.48 
45132 
564.76 
31234 
26731 
34933 

295.13 
5032 

52332 

16935 

8933 

94938 

48137 

5739 

22536 


Yen  - 

Eura  C urerey  52  hw*  52  •«* 

Mb  Mb  W L»  J 

«9» 

WO*) 

208.72 

21957 

21956 

16356 

19160 

162.40  . 

182^0 

25173 

16145 

18141 

338.47 

36147 

446.85 

25059 

25190 

12657 

283.72 

269.34 

102.68 

210.06 

21357 

234 £9 

24178 

15954  ■ 

201.17 

49130 

43124 

53753 

<20.12 

67458 

67468 

62*91 

26759 

27983 

243.60 

30100 

30100 

35*45 

225.24 

22997 

20035 

26032 

25032 

32161 

21159 

22111 

38149 

774£7 

36163 

211.47 

" 

32S.49 

324.85 

36265 

196-64 

29159 

5138 

271 55 

6462 

1104 

55121 

55621 

60565 

395l98 

404.73 

132.48 

23557 

23557 

19254 

12Zj67 

12234 

0152 

69J52 

109.73 

7953 

9155 

104726 

1126156 

173173 

787.15 

1570.06 

463.90 

46350 

G6273 

39153 

44^ 

63.62 

62.71 

7764 

45.66 

733S 

24122 

251.04 

357.71 

iai.ro 

29166 

67.75 

9166 

18257 

10666 

42.48 

5734 

13192 

32196 

32196 

29959 

194.13 

- 

162.32 

23053 

17&fi8 

246.74 

102.45 

15955 

20124 

25117 

34120 

15155 

24160 

29135 

45*37 

45*37 

43119 

27*42 

27124 

540.73 

63106 

62119 

379.16 

46143 

30669 

43182 

376.68 

44145 

307.73 

33532 

2652 

3752 

3354 

8.15 

14JE 

367/94 

351.76 

40154 

30756 

32118 

37004 

52160 

52551 

52551 

378.74 

37874 

104 


-S3  -1-7  AUSTRALIA  (JH 12/ AdStS) 

—5ft  -5.7 
-23 
-03 
-M 

+23  

AuaGU 


285.15 


9838 

195.43 

105.21 

18134 

27234 

410.75 


17238 


16535 

23436 

316.78 


-20  *2316.10  _ - _ — 

£85  21Q  36  _ 3ft 

♦06  £05  1*5  15  336  TWetf 

+JB  766  OH  £51£5  uc 

IS  1®  am  7.0 1Z2  U08F 

-.11  12414  am  4 3 138  UBfn 

_ SJJ4  £40  3732  UOW^ 
-23  ,3J»  045  £5  17fl  HBL 


liB  .«  MO  T-3  SI" 

MMMlOSGrt  SS^Jl  W3  7JJ215 
SfflSBTO  2.13  +J15  *£10  1.11  — 

SSw  £65  -65  ~ 

IS  ’*«  +6*  £« 

fSSr  £60  +63  37?  £07  £0  702 

tan  1B3W  +ft  2160  lift  £2  262 

1 JB  +64  1^  Oil  --  .- 
£TO  — £30  160  *4  152 


„ 11  013  76215  ApgrtMt  ,m  +|0  g JJHU  - 
65  *£10  Ml  — - 7*5*3  ££7  ♦04  5JB  £B0  _ O 

£ £1B  1.16  £6  2*0  KAMtZUOd  -m  1*E0  4H 
__  13  O.+0  16  tin  enn  KUO  -60  J7J_  *MB25 


jpiyj 
£30 
£69 
£BB 
ore 

,064 
£00 

U 27  ^ 

h ?Ss@,8|SiO  _ 

^ :S  IS  ^£2136  S0«HB»aUan12/WW) 
a?0  _ oea  014  _ _ - — 

4&T3  -167  44ft  SUS  16S76 
06?  .61  163  D20S14  — 

012  7-  027  004  _ 

13ft  ft»U4U 

£» 

£10  -61  £64  8 7.7  IU 

ift  _ £S  090  IB  - 

085  __1I9  OKI  — ~ 

6ft  -68  B6B  3ft  ~ 533 

MISSIS  £7*76 

5JO  =®W«““ 


IW  M -m,  >nr 

85  .£50 1371660ft  - 08 
27.15  -Hi  •«  16  _BS 

Z7ji  -j»  60  *1  £2  7H 

m hi  . ns  7?  75  225  — 203 
10  ,S  ■ 17117  36 

7ft  -J5  1325  360  16  405 
IBft  -,ft  M 16  5.9  267 
mft  +.i5iiu  a»*7«J 

lift  +.05  12  560  264. 


2ft  __  Sjn  160*4  107  terns 
072  -61  OM  032  1 6 77.1  Frtnl 

1090  -.70  1160  £73  1.7  ?12  Cartta 
164  .64  1ft  D6B  £1  15.7  tav 
125  ._  1ft  tt^£B133  KfifM 

ia  1365  065  15176  ML  1.40  +JB  £6*  oft  376  ffSA  lift  +ft  « k»aw  -- 

si«,&g25«  ^ 12W  - « - M « KP  » :Sia| 

S35  '■&  -^91^3^  ?-y| 

'-  w U»  « S3  W -f  *270  122  1J20J 
^ * ”71W  "f  35  fi 

'6  LBUi 

Shu?  msa  +1.10  mso  si  o r 
uSom  am  -.10  53  01 46  ai 

IMCW  116.60  -60  100  60  ■•■  136 

P&M  TOTS  - 48  I9MU 

PUM1  £16  +.1D101D  330  18  216 

E=S»  % 2 ® 30^15  li 

_OT™  laS  JS^^iiiff 

-SS ^“liWBiH 

- «*-««  3?a.isa  a 

«IS 

Srtkm  £48  -29  *9,12  £<7  - — 
SBS  +S  8337ft  18  96 

SScs  14  -115  awn  aft  *5,82 
SAarew  10430  -1ft  17B  7|  £5156 

146  +.241  » Hal  13  *M  & 1ILTO  IU  13 
M 106  Gtaxfi  1046  -25  3260  10202  TI6 

:J8^  SiS’il 

31M  — 3?  10  - 7j 

B tata  20  Wl  45 11J 


MU  rw  hXi  BJJD  4.IB  ■-£  64LO 

111  rwirfm  BJ31  +JB  /iff  5-Cffl  13 11.4  „ _ -j- 


iyanl2/TOfl 


“ SASIC 


ar  ™ 5^  — H'ta. 

— ff-59 15  --  Rm* 

ii%  -ffiUJsS  " ^ 

«L%  -.WBZJ  «u 
80  — 121  .W  6050  — 

SI  la  II 

lift  +ftl£09  830  46  216 

*31  ;issiB:^rasg&  v^s 
^ +«  gi  ^K,5f  © 41  +5  7f  --■&» 


act  _m  l.ia  n V2  _ CVDev 
£ft  +63  225  138  £3 126  OHM 
£24  — £75  £18  76  116  [ff*1 

^ ;SS  ?ft46  ” SSm 

WO  aw  £48  4.4  - TMSea 
a.a|  +JT1  J2B  03*  7J  — 


048  +63 

2iii*  - 


)++  ♦«  a.-,  pun  a_u  — 

1*3  17 1S.0  sSchtF  792  -IS 

OW  4.1106  ShS  110  -a 

— . £53  *7  306  SteF  22.75  *1 

**  ““  AMB1ICAS 

ii3  muiini 
1116 

Tonofro  ywiz/csnS) 

166  330  pa 
1*6 


155 


31756 


’•>««  9W55  ‘ 31652  2B256  318J1  24£0S  24356 


SM**1****1 


atm  i"«n 


e Fata  A®>  ■ M W UM  fficrt  tan  i 


— - BS  IS  - m 

n»4rttaMn>wmr*ta>a/^*  naa  268  +64 

are’jr S'.’*.?-'-  Se  ^ a ss ssffi  ^u;c 

B ta  an  MM 

iwJBzwi  B is  5S- 


*3  _ 45ft  260  - 02  WDfcU 

--  - M IE 

143  26  _ 

...  *.  t£1  660156  13 

90  26.50  630  — — 

79ft  +lft  173  15ft  73  65 


WatMrt rtrtftat  taTrtfft 

MUS  ■ Won  on  Ml  CM  «■  Mi*  *■ 

UMM4  mtmm  «4  Urt".1* 

piw  • Olrtta !®  a#  ltd  Mil  DMm 
MBMOrt  d b M4ata  k b 900)  Mta  h b 

RpreaEial  tPdeadtaBSl 


2ft  +J*  *54  £36  53167  57«D1  H«N 
26S  -63  *63  266  £8114  5<W®  AtFor 


142-3S2&  fZ 

7.1  -01155  421 
14+252275  125 
£95  -5M4S  £1 
* mars 
44»+Ud6  2U 
150  *2  83  JS 
t£7  -,41£41£6 


^ FT  Free  ^ 

tau  ere  artrti  M cam  mrt  mm  rt  tar 
mBrtrt  M 4«  m tat  a 6 qrtiaL  F«  tarn 
Atartta  OMprew  ]■!  o»  Wik  tag  ♦!  Mi 
B9  M7.  ir  Irt  Ita  MtaM« +1  W 330  (US 
■ ata  artw  rt  itaAta—  knur  inmfrff  Wim. 
faniairtiitaiUita r mam  mg  OW 
no  VN  ■ ta.  |M  HtaM  ■ BMl  710  3B2 
rnati  hc  no +*•  in  7re  on  or  ta  fm 
mms  rt^ttfi  7W 3886 


■A 


m*'  '> 


T 


31 


* -:i\ 


\\ 


\i  t 


l‘K, 


*-'ks  to 
>'«*  riSe 


" • v 


:,,.i , 

..  «l 

'■'Mv 

sllil" 

; : • <i,. 


r*. 

, lj 


ao  Holdings 
suspended 


financial  times 


US  INDICES 


WEDNESDAY  JANUARY 


13  1999  ★ 


GLOBAL  EQUITY  MARKETS 


• ■ -i;.t 

Hi 


■ t 


#-Sl- 


WWW3«95jr.78  9MU2  753U,  ww  41„ 

mm  Btwsm  »,0a 

10W9  10U8  H*U3  m.1T  |0M2  53  "£* 

=***»»»**  225  "S 

- *„ « ■H  nS  *5 

»«8 

a**  W «KWZ  flsSnlSS^”1^ 

Stiariard  and  Pong 

DfflWW  12Sm  1Z7UB  U80.73  1275*6  wm  tSUB  440 

Mfla  Wfflj  b/i*)  (i«aa 

1S1S.7B  1SJ7J8  1521X2  153X43  1077^0  TSXUt  1S2 

P'U9B|  B™3*  WWfl 

,3M8  13847  13742  M74B  £40  1474B  7.13 

plane)  (W7W)  koto 

TOW  n u»  609.19  enj*  477.20  mj»  464 

flrt®)  fl/IOOl  (87103}  (25M/0 

7D7JZ  707 JB  70348  733X7  5B2J3  7B3&  5&_Z) 

P2M08  (671006)  £2/4/88)  p BRAG) 

2384®  23*4*1  ZSSUS  2308®  WT9.T2  23845S  5487 

{1VU99I  {Bfldflft  (11/10SJ  (STIWfl 

08.13  0123  42743|  48141  31028  48 UT  12136 

(ziMoq  puwQ  ewm  vnim 


Hone  Bands 

Tampan 

UHNa 


btcSttf 


1 US 

DATA 

1 

'DowJoses' 

■ HATSET  ACTIVITY 

ehq" 

• flataoptaae} 

NTS 

*00 

Jen  B 

J*e  7 

Jac  11 

Jan  8 

JOT  7 

HYSE 

81U80 

04TUS8 

tso  rated 
(6X040  flbee 

3JO 

1.105 

MSI 

1J02 

ISO 

1,1* 

ffioo  n1 

tees 

Z76S4 

2X125 

m 

- 2X413 

1553 

as 

T5B 

SSI 

1,344 

<73 

5400  / 

Kftauo 

1147 JS 

128X47 

la&tttabu 

54 

33 

88 

19 

■ 

22 

■ HYSE  TRADmG  ACnVTTY 

Wnfcene 

:tt8J»LOOO 

3300  L 

JAPAN 


FRANCE 


ft*  Jft 

12  11 


Jm 

8 


«n 

N*  ton 


5kmai|fliflw 

took  lor 


J» 

12 


JH 

11 


1998199 

Hgb  Lew 


IM 


aw  23  1390197 133S8ft 1339141  T7S6C3 

«r»  Uft  T3S3S68.  JUft  lac  1321241 
■ TOKYO  TfUIMB  ACITWIY 


taw  3WU  BUS  CK  40  410M)  <201*0  42*5.42  439M8  2862*4 

tv*  Male  cue.  Defl  IDK  4033*. 

: 361,430,000  ■ HUBS  HUUU6  6C11WTT 


06*81 
iSTXftXSM 


■ ACTIVE  STOCKS 


■ BGGBTHOVBB 


■ AC1HE  STOCKS 


■ BKGCST  MOHRS 


■ ACTIVE  STOCKS 


■ BK8CSTWVHB 


Ottms 

’ HYSE  Con*. 
.km  Qwp 
WSDMCap 
2000 


uondgr 

GWa 

CfOB 

D#P% 

Mooter 

Cte 

04* 

ASM 

Pries 

dBOQB 

Pta 

ctange  doe  % 

MU« 

' 1XS2.10D 

1*6 

Cowes 

IXBOaMD 

(8% 

52ft 

+68 

Ktewy 

1X73260) 

+2Dft 

flTXT 

1012X500 

raorp 

X41ZOOO 

57* 

-ft 

B»n 

T2t 

+1ft 

GerMr 

7J27.100 

(fii 

Qtte 

7^S1*0D 

Tfeeanaae 

10K 

-5ft 

-33J 

Peptics 

7J19JB0 

«A 

Et*fi 

45* 

-7 

-114 

AM* 

UOm 

-5ft 

-as 

Uattft* 

both  aw 

Hit 

+a 

•7H 

■ SASCAO  TRADttG  ACTTYTTY 

Man 

in, 347,382^00 

■ ACTIVE  STOCKS 

■ BtGGEBT  HOVSS 

Matty 

Seta 

Cte 

Mata 

Obm 

0*16 

Day* 

MU 

Price 

MOT* 

Price 

*ta*  ctttX 

9200. 


flIOQ. 


4 5 6 7 8 11 12 
- "Januay  1899 


FiSE  Eurotop  300 

1260 


1240 


TOMttf 

SMcka 

am 

Day. 

7(98017 

one 

Oort 

0*% 

Tuextej 

rote 

Cba 

OV* 

Tiw0*f 

Oat 

Dqn 

BBT* 

traded 

PM8 

dw* 

Ifete 

tabs 

StaBk 

YcaWh 

Dome 

JBC 

YUU 

IMS 

tahCe 

pace 

(tango  d«e  % 

rated 

■fee 

tag# 

Ike 

new 

B*w 

GtiLd 

Ctagm 

Dumb 

Ski 

CfepGu 

MW 

Ur* 

pnee 

ctee*  apt  * 

WTO 

tan 

NEC 

DTKM 

SonTrB 

X82i  jaaa 
XT74J9D0 
7A40yH0 
flJSlJIQO 
XBTXOOO 

110 

2E7 

1130 

1168 

27D 

-A 

+11 

+as 

+ii 

-i 

402 

957 

12ft 

234 

-3£ 

+49 

+64 

+11 

+&B 

+5.4 

+53 

+49 

FrTdB 

Tab* 

*8 

UM 

CfefiBW 

153X215 

1.83X49 

1JD7J94 

S2X916 

907J33 

715 

9X2 

1244 

112 

136 

-15 

+1.9 

-35 

-3 

-ZD 

9X8 

715 

900 

53 

+1X4 

+145 

+57 

+3 

+114 
+7 2 

+U 

+6 

Fa* 

Yen 

fatt 

ABac 

sum* 

X (2X000 

BJ04*O9 

40X000 

4784*00 

437 

297 

na 

801 

1170 

+10 

-23 

+1 

+<5 

238 

237 

1080 

IM 

-19 

-a 

-73 

-13 

-75 
-7 2 
-63 
-42 

*a> 

BMqo 

ta* 

IfeOtt 

Uten 

906321 

tenon 

82X400 

TSEjOBT 

70X610 

7105 
hb 
(1  15 
4U 
1089 

-4X5 

+OS 

-use 

-15 

-05 

2985 

138 

225 

22*2 

-5X5 

-a 

-25 

-1X8 

-1X8 

-124 

-XX 

-XI 

■*%  ■;•  il 

■iwA  * :•■■ 
Mil.  ' 
" ' ' 1 ■ Ikfr 


- Smnt 

"*•  '■  *■ ‘A 
’ ln 

...  *■'  ;S','W 
: I'-sw 

• •■'•rrt 
" '"-vn 

, . v»  u ■ 

•orh- 

'■  ".  r.c  f.if 

' • • .ci:  3 

in 


{RATIOS 

b 

Jan  6 

Dec  31 

Dec  24 

Year  ago 

tew  Jonas  M.  DM.  YWd 

158 

1.66 

1.68 

1.81 

Jen  6 

D«c  30 

Dec  23 

Year  ago 

& P kid.  DM.  yleM 

1.11 

1.17 

1.17 

1.4B 

X P but  TVE  ratio 

39.11 

3702 

37.69 

2&98 

*W  24212400  l3Bi  +» 

tamndCOm  17485,700  75J  +5M 

17.497.700  164H  +2«i 

14374400  1CM1  -2 

1 5421 400  82  +44 

13JB<400  81  +21 

12488400  1ST  +®M 

124(4400  75 
11.402400  147»  -2*4 

11482400  8791  +32* 


GERMANY 


12 


199MB 


n 


Stitt  COB**** 
not  um 


Jan 

12 


JB 

11 


M 

8 


199MB 


snceaapttoi 


iw 


Hess 
W6  kite 


STM 

131 

272 

781 

31 

23M 

T7M 

20M 


+32U  +584 
+38*  +424 
+71*  +364 
+209  '«83J 

-148  -32.1 
-m  -134 
-24  -124 

-2M  -11,7 


1220 


1200. 


0M  520010  527040  539244  017143 

Oft  att  581030  D rft  tec  5WK 
■ FOMKHIRT  T1UDM6  ACTRITT 


389608  6171 41  931.18  FTSE  100  50334  60654  61474 

08T*tapn4D3  DtfblnrCKU. 

Wane : (■)  ■ LOOM  TRACK  ACTIVITY 


6110  (648.7 


ftten : 1W58QH00 


■ Vlffi  STOCKS 


■ ACTIVE  STOOD 


State  Ctast  date  Taster 


Ute 


11BO. 


4 5-6  7 8 1*  12 

jBTOByiaaa 


NDEX  FUTURES 


588^18  814  -04 

488477  274  -05 

478,872  314  -025 

440448  347  -14 

435.188  8177  +087 
Cl  434  5186  -22 

ape  3245  +095 
381414  19.7  -04 

2B2J2S  1134  +145 
2574(5  3445  -085 


0*3  0*3 

cmnoB  am  % 

+195  +74 

*14  +44 

355  . +14  +4.1 

214+08+04 


2595 

32J 


Tew 
BP  ken 


3(4 

3U 


tew 

SIR 

MEM 


-2.7  -72 

-24  -54 

~f.  "ff  Natan  Ms  K5404I0  128 
UM  158  13970440  8644 


State  CM* 


2740549  122 
24415450  349 
E.1334*  51+ 
17.(864(0  116* 
1 5471.150  161 
14478450  39* 


■ sop  seo 


Opwi 


Change 


law 


Est  Ml. 


Opafi  taL 


f*ar 

Jon 


128590  12B&50 

127440  127050 

Open Sea  price 


■ UC-tD  BOO  i hdnd 


Open 


Set  Price 


Chenp  MBfe  Lea 


E8L  MIL 


Opn  ktt. 


Open 


Sen  Price 


Qanpe 


M0 


Deis 

Teattey 

Owe 

003% 

1*1% 

aw 

1*0 

Drv-Une 

pta 

dw  ctga  % 

+P5 

+17U 

•JH 

(56 

+1B 

+642 

Comet 

26 

+7ft 

+3X7 

tend 

1 

+% 

+3X3 

— 14 

Ji 

MM 

Domex 

36H 

+a 

+2X1 

— f 

Mn  Grp 

It 

-ii 

-344 

mean  Ed 

9 

-2 

-1X2 

OMBgM 

262ft 

-a 

-IM 

Feb  Cam 

su 

-» 

-1X4 

p 

Law 

Eel  «oL 

Ootn  ML 

-2040 

-24.70 

Oianga 


Jun 


132009  133609 

132509  13220.0 

’ portae  da 


127740 

1Z7450 

__H0h 


126190 

127440 

Lon 


1044« 

104 

EsLmL 


384455 

7,024 

OpoiM- 


FeO 

■ BAX 


41959 

dwsn 


41100 

41209 


-809 

-004 


42549 

42269 


41079 

41489 


75479 

674 


56491  Jan 
7425  Feb 


72190 

72490 


70890 

71140 


-1550 

-1540 


72840 

7X.75 


708.00 

71140 


29403 

6450 


1B4J72 

3423 


-809 

-409 


WORLD  MARKETS  AT  A GLANCE 


tarty 


135509 

133709 


^09809 

H* 


132009 

131109 


30479 

1,100 


190.124 

20447 


Jun 


53479 

534X5 


Low 


£ YHd  $ RE  Caitey 


Jwi 

12 


-779 

-794 


Jei 

8 


53689 

53614 


52114 

52309 


la* 


51,104  11B40B  Mr 

7,(29  6410  Jot 


* Ytati  * Pit 


75300 

74009 


74489 

73969 


-67.0 

-739 


76009 

74009 


73929 

74009 


37480 

512 


133431 

2,067 


Genera  1630142  16860.11  1736969  2348540  23006 

akntoi  ntrrty  ksm.  ^ tab  k,  aks*  iitas  t>  Ban. 


1230X10  10M6  <29  11+4 


884I9B 


M8MB  W (Marts  28493  2B4&4  28593  2BB740  771798 

■ « Mttg  eras  sms  58X4  mn  zmm 

Itua  Cup.  nr.  abeam  mU  bnts  MMieti  txnb  m Ub  nsuces  Me*  1 


69(398  6DUUB  23WS8 

priattkiaM* 


37K92  21MB 


17MB 

31MB 


329 


*%  ■«*< 

! I.-..-..  ... 


I'M'  ! 


-J.M  ' 


. ♦- 


Sc*  +•• 


< ' 


frjtrie  Date  Mian 

(4 

M 

M 

68434  261506 

34544  8/1006 

159 

12 

i «TIB» 

112750 

113753 

114150 

182X56  26008 

OBSB  1/1000 

B*  tan  by  neat  Mcnuttnri  Mott  8ntf  taRBcMrg  egtey  of  Jktay  fetaa  nfnri»men 

A 

BB20 

349653 

354030 

357356 

36BL92  67109 

235759  10000 

149 

24 

:+5aW  ttstf  neat  tier  sfe*v  ti  uU  cut  U rad  ttrfep  toft  tuti 

teal  Sonapa ' 

5B755 

840X0 

67815 

1229950  157408 

476150  10008 

*Shara  sbapy  taer  m tassus  lumked  named  ncr  tin  tab  sow  ta  mrtn 

Cowrie  T5E  100+ 

41497 

41X09 

42157 

47X63  25606 

32451  671008 

150 

1X1 

MtaiMaf 

346756 

351X97 

3(8350 

<30051  10/308 

aouo  31008 

TS£300Corp4 

677770 

684251 

666X33 

782250  22M08 

533529  571009 

Pott*0§§ 

353033 

3S6452 

359957 

396X51  2S60B 

271X24  571008 

AStoqptv  mane  tan  pmSaUriy  gou  asms,  M muknt  few  a atitestn 

Cta  IGPA  Gwf 

3(8X00 

362X79 

357X70 

480156  17/306 

296095  14009 

359 

115 

$Miter  taMr  taer  U nUuafcn  dBm  by  mcutUQ  ttxtf  Brafi  UauM  sum. 

Cfeta  Stan^tt  B 

2X43 

2839 

2X99 

5X58  10208 

2655  12008 

L56 

262 

Sherarien  B 

5209 

52.71 

5354 

9657  101206 

4X88  13000 

tad+wancy  taco  atott  * AW  inner  wtt  eeafe 

Qtafefei  H> 

106058 

W 

107S40 

143146  77(08 

77017  T 471008 

DB 

ia  . 

tab  RnablcFX  50 

4075 

4075 

4132 

51750  23/300 

31050  871050 

M 

na 

Am  ctBtt  otenT  UM  meat  qaarteg  an  WJ  Steel  put  HUB  CfeSaten  aflr  Down  acaaatt  tear  muaUo  tt» 

Doewfc  CBpertegoSE 

84X79 

64847 

64354 

77X84  77408 

*6655  971008 

151 

175 

S(zv  UM  edged  tomr.  At  fete  nun  of  Bitytr  Or  totcem  oner  aUatk  t r tat 

Egypt  QfeoSEGan 

40158 

39642 

14 

49151  12/100 

34X40  2/206 

■ 

« 

FUand  Hn  fienett 

605X45 

609158 

,089156  an  09 

322043  127100 

1-77 

224 

Shu m ctatt  ter  an  dp  ctacterbtt  Or  wikis  MO*  UUr  m*»f  gm  19  Mr  UptrwY  mtmntx 

Raa  SBF  250 

2SBZ53 

264557 

266059 

279023  17/706 

1973.10  127106 

221 

21 

CAC40 

4100  JO 

420150 

424842 

438X46  17/708 

366234  127108 

W3DO  oanuurar  cm  goto  Mfeettg  mag  ran  a run  U jw. 

Hfkri  FAZ  MW 

166X24 

1687.11 

170020 

10(050  20706 

125050  271O0B 

152 

201 

ij  IP  amraatate 

M 

M 

M 

51250  20708 

868X20  271O0B 

awl 

5200.10 

527050 

539254 

617143  20706 

380658  871006 

Mtttt  canted  crnsSttfen  M>  eecatt  mmta  uU  tutus  expected  Mu  to  uauln  uagUuuU  b UutMm 

taco  ta  Genett 

298354 

298356 

301048 

300154  87103 

tmi3  29706 

147 

247 

FTSBWSE  20 

188155 

189241 

191X29 

1BHL2B  87100 

76018  29/106 

fut/  ttaas  anott  Umugh  Ou*Ug  sector  conttKtd  to  inataparbro. 

Mi  BEE  Sn  335122  3(3321 

OH  500  86478  67821 

Star  nwt  Wt  * Ws  a>  tuUt  tutul  Hu  M to 


3367®  4BUB  2U4798 
67348  8tS422MSB 
Aar  * ekttv  Mttr  er  aatt 


278416  2VKV9B 
S76B  2000198 


MOMii  Jartte  Qxm.  43619  43729  43849  5541#  220*  ZB43  2U9BB 

DUH  Ukt  to  Ut  u/um  Umt  U amt  imtt  IMMm  MM  Moat  oMat  U&*  mUt  fUMMu 


EH3  On*  5233S7  527X11 

AMetdatf  nok  ■•*■  ae  ta  War  lota  wttt 


528X88  5471*1  21X08 

teanrttf  m BU  Sk*L 


aen  btuso  ijb 


1X4 


tea*  Tri  Mi  100  30743 

aMJMr*write*(*aMii 


IT7 


» 33743  U9S 


LIB  VI  on 


■*  BQ  Cant  30  39691  36793  J797D  38680  2V7«  M651  snow 

Bn  CUM  VOS  158122  158848  18B4J6  7X08  MUD  80006 

IBM  Butt  9(11X0  246650  251760  SZ7740  6X08  1BBLBD  97109 

Nbafes  «er  ttft  * Bsfb  caamr  M tt*M  fe  ttr  enbr  W ttw  Obk 


14  27 A 


ta" 

MW  225 

1336057 

1336X48 

133915) 

1726431  2006 

mn  anas*  151  <u 

MW  300 

20X52 

20X24 

20X75 

2374)  10296 

13230  aniMB 

THOU 

1B55  93 

105754 

105840 

00030  10*206 

96031  1571 006 

to  Scdoi 

11SX2S 

116413 

11B149 

MDLZ7  12*206 

B2B64  13^006 

Fbub  U !» eftrt  U Sa  fea  yen 

on  worts  tort  tyus  u to  uU  P Mrote  fell  ta  ta  Or  71  tea 

kmm  EE  17101  17407  0 

ftcttr  Her  * /Wry  taau  tetig  Mir  (its  8tts  Jfcr  a*  Ut 


18452  1709 

r yearn* 


i an  106 


nSEQmp.  59323  5B846 

few li Mi  rtfc  70w*.  teo acta  Ota 8ii 


58120 


74536  27008 

eMtadattL 


2BU0  1008 


241  157 


f&nl 


R 348774  3592201  36395  520400  2108 

r xM  m tms  d anBgkc  fan  marilee*  feferlpi 


510 1009  145  145 


■Mecca  CASA  BX74  £ 80742 

Bum*  aUU  Me  efteta  M ttinttM  m ttt*  att 


88X98  1MB 


’ 21/108 


CBS  TitaGm  13034  13224  13504 

CBS  0 Str  7254  7389  7514 

r awr  mgOu  feped  Me  few  yrtr  few*  akte  te 


KBXOI  2070* 
SB*  277708 


8KB  VIMi  21 
5«.tf  anus 


228 


Hang  Meg  Hang  Seng  1071146  1063427  1072270  fWMM  25098  688042  13006 

K5CC  FteJ  Clip  86434  88X02  90400  177898  27008  S7M7  1008 

ft*d  tp  ton  hoar  tw  of  W#7.  Haag  Seng  But  uU  HUOm  Wa*nr  agaaal  Ota  ptfs  wfaperiwari 


338  144 


Mte  Zfeatad  cap.  40  213651  21B940 

(tet  fetetts  ran  UurU  few  etite  Jbteoar  Mtaad  ut 

216029  Z3596Z  20001 

m+gtrSaOm  UimUUc  5140b 

flEKM  2710*98 

Ml 

206 

Urn*  SEPO-SW  It  558751  560757  *60117  11008 

tantt  data  Du  n*a  ta  aanapr  feta  prices  tad 

228640  127106 

* 

ft 

Iferttt  Oft  SE  fed  172357  175248 

TMMtitV  Jtt  ita  tt  pte  titer  «ed  tap  pta  fet 

178356  2005*  4008 

ftwfew 

1X039  871098 

218 

129 

Fathta  KSE-100  92122  93153 

fectar  ptttt  dw  Or  WD.  - ta  i<  #*r  cut  - «Ma  aft 

93239  174931  27106 

ntapdw  twitted 

7E3]  14/706 

R8. 

ft 

ta  IfcnCtt  134496  136154 

137269  -SCSI  460B 

1U  21008 

D 

■ 

PH*|ta  Utett  tap  2H94B  213X64  214064  231147  250*98  1B2J8  11006 

fi*tt  tatt  ster  cattd  tett  of  taw  u UUo  Ttadb  Qip  *tf  Itt*  BBttfe  eaab  gatt  pta. 

125 

149 

Caitey 

Kb 

Jot 

JW 

ten 

199609 

199X09 

J ta 

$ HE 

12 

11 

8 

Man 

Low 

FMW 

ax  so 

S07&13 

513453 

517746 

8TTUB  22X08 

■8X06  2/1008 

1*7 

285 

fa  20 

1199554 

11BZ758 

1193275 

1429160  22(408 

811451  ZflOm 

Aoeettfeea 

owr  Motift*  te  tat  eta* 

ewte  bad  uHieei  turn  maec  te*  otM 

few 

tab 

RT3 

8X13 

6134 

tt 

41  LSI  57108 

3X93  sum 

m 

ft 

Stum  ttgtt  sc  atteten  te  aritt  «■* 

rtf  nett  (tt  roar  Donas  aU 

taw* 

SBft^pa* 

41235 

41283 

411 09 

<3768  1BQ0O 

25338  4088 

214 

21* 

SUbTfeBB 

153696 

15(368 

154518 

1808.75  19096 

80564  4001 

Mftw  tesag  ttft  pfttf  6 

■nttfe  am  22  pa  cut  e«ft  o Outer  naritt  rw  aonett  fell  feotekl 

Sewtt 

SB 

9458 

815 

9498 

18248  57106 

*145  20/1108 

ft 

IB 

Stag  ftwg  te*  of  tttv  tatt  w tattri  te  ta 

wtetatt 

rota 

fitatab 

JSE«  Set 

58630* 

9717* 

5*803 

531X1 

835X29  20*406 

488448  11008 

JSEEM 

SGX5 

9624 

unua  8/Hvoe 

87260  18006 

J5E  kdL 

£626* 

680X8 

66854 

904220  2W406 

S24BJ0  1100* 

462 

X* 

Mb tt  dw 

nr  ta  ii  sue 

* « teWBDj  teak  tatt  BBte  Mte  te 

Baamtm. 

Soft  tat 

taeaensEr 

631.19 

64055 

62633 

64X96  11/106 

2*888  16*06 

096 

284 

taftdft  tectifeattyckbpflpad  ftropa  iawin  att  feeti  tesBteasaatf  note  ta  Meteors  beta 

tab 

Itettd  SE 

WK  77 

qm  w 

91 491 

•4762  17/708 

64229  5/100* 

162 

245 

(rates  Mwntt  0/  lieuMsu 

ttfeBRt 

Sri  taka 

CSENSbn 

564.12 

58365 

■anm 

mn  4/506 

481*0  300* 

ft 

ne 

acbjatatttott 

tawniftn 

33575 

341X5 

3383.42 

■5568  207/96 

241  LTD  anon 

2.14 

2X7 

SaenH 

tutor  Mskb  naBk  ta  tap  ban  te  Batt 

SM  Mb 

74272 

74644 

7633.7 

841260  21/706 

512X50  5/1006 

1* 

24 

SP1  Genoar 

04922 

4876.18 

476751 

523739  20/706 

331L2B  SnWffl 

ft 

a 

tan* 

um  ttUb  few  00  neettkte  oer  eaM%  Kattn . 

Wee 

fttaeF- 

lamw 

640859 

6421.75 

B277JIB  2MB 

615243  57109 

153 

1U 

tacta  csttntt  tar  etta 

ttcftob  erfett  inrad 

taw  we 

MUTSBBml 

Tbafted 

BmgbfetSET 

39951 

3BUn 

38943 

55X92  JB9* 

20TJ1  40« 

251 

5X1 

Mte  ad  feuefefe  otend  aa  ttac  itt  Mb  tett  te  4 te  3 tea 

UfuogateSMAi 

Mu 

BaentToo 

266778 

2G7B55 

272151 

453096  16/706 

wan  6/1006 

419 

112 

Mrtt  uttbft/  te  tata  V adtt  Batt  ttarif  snonott 

tadi 

BC 

435458 

N 

(655.19 

285832  23/306 

200438  1000* 

m 

ft 

f Mutes  ow  Att  adket  otiankM  tar  w wwaMnart  te  Iteta  tata  ft  tact 

ttta. 

*»+»+— 

ZEtefettW 

B 

6G07J9 

£60286 

879X71  31/306 

5441*5  1006 

ft 

ft 

Steaa  4*ttr  ter  sawtt  jftttt  *aato  ta  teaku  tabatt  M ua 

tite  feed  dftr  na  Mr  » tad  tetth 

WHO 

FDStfftMR 

W 

31498 

31736 

31851  6/109 

30*5/1006 

IX 

ft 

us  caw  US 

near 

11804 

11906 

t1E5D  6003 

*8X9*  12/10* 

na 

ft 

CB0SS-B8BDR  DJ  StoK  50 

346X15 

35D42D 

856X24 

367X62  20/706 

2433*7  tflBM 

0J  EuoStt  50 

MB  .18 

354640 

361657 

3*6X36  6/109 

20X23  B/1O0B 

FTS  BOO 

121551 

123514 

125132 

1327*6  20/779* 

88X55  571006 

FTSE  £100 

grand 

2S6297 

290902 

300651  20708 

200*1  8/1096 

H 

IB 

HSBC  Qtgn 

M 

23XG 

y<aio 

Z71B1  2BQ0B 

«L7i  viog* 

ne 

na 

MGtaftBBB 

11X16 

12095 

121*6 

mo  7009 

8*64  71008 

ft 

■ 

1* 

PMttlp  aaapal) 


141999  147067  144223  1B822B  11MB 

riBUttago*  Wa 


10(7370  VHHB  LM 


104 


■W*1  ■ US taUd WteB-  W Meta  ♦ TOW  M<MH|  WelW  t CTWi 
Mei  tee  md  art*  W ttr  Ote  Mm  h eacteia  « i»M»  ? aita  ta  ttttl  m 


m UK  tee  tt  6U811  -7814 1 1 

.fUuKWetWal 


. 4 Datum  I 


■ tettaMUteaefeMdci 


»»»  » : 


'■rt  h»t‘ 

IfcJltK 

Mfritraii 


It,  * ?li 

i • ; . . ' -•  ’ 

I 1 -4  * * •*  : E 

MW." 

t IaH 

UMl  ,T 

tliriTi* 


THE  NASDAQ-AMEX  MARKET  GROUP*-^ 


AOtteE 

tateCp 


AOCItl 


MfeeSi 

(01MH 


, fe 


'JB&ari 


NBA# 

anttef 

MM 


ms* 

MMr 


MFnqe 


MMX 


3*13731  UM  UA  C& 

rsa  2tej  28  Z* 

H5M  23,1  34%  25& 

SMS  (1  38>1  3« 

047  4,  60  57  SS%  Sf* 

026  34  30(0  «i  (8% 

17  «(  wS  a 

182  147  (It  A A 
023  0 1283  ISA  Mft  T*H 
ue  U HOT  12&  11%  llSS 
UM  12*63  Ifil  >7%  7IA 
081  M w 38%  37ft  36% 
ts  15  ia*  22>2  21%  22% 

072  25  OS  41  38%  (A 
OttMl  rttt  35%  35%  *% 

*12  3%  3 1% 

* 2370  31%  57%  38% 

» 702  1H  1*2  7% 
371(072  ffl%  80% 

13  Irtr  17%  17% 
n D 24  62 
ISO  182  ICO  185% 

IB  1329  10%  10%  10H 

32  TIE  37%  17  37& 

271  9 41  *7  *»  *»% 

31  2168  52  31  i 31% 

Micro  «*■  107%  107% 

<368  11%  WS  II 
ftio  10 . 33  5%  5 b% 

034  19  M6  »%  V% 

MO  18  «55  *%  IB*  19A 
M1OO0  21%  T8%  *ft 
on  i»  11%  n%  n% 

47  7918  30%  SB  2»H 
M4SBC  91ft  S3ft  5(% 

(078  ((%  4«%  45ft 
9*8  m WO  a »%  2(»a 

( 167  7%  *%  (% 

QM  10  238  10ft  8%  «H 
18  I 7H  M B 26 
3 901  3%  5%  5% 

144  12  110  IB  >&%  19ft 

(47  7%  6%  7ft  -ft 

301  3%  3 » ■% 

pneno  «s%  t»%  74%  -in 
s w ®%  aft  ail  *3 

38U  12%  US  <2  ■% 

53E8  131  86  TOft  -IXl 


> 1 1 ' 


#i  r'  H 

i j-: 

..  +v.  i \ 

+i  jte  i 41  y 


,wl  " 


1B94 

uft 

iA 

17 

A 

tan 

400 

a 

flr 

l 

Mb. 

03* 

a 

nt: 

*5A 

(A 

e% 

•A 

MMtt 

M 

ms 

17% 

25% 

2A 

■% 

MflOl 

10 

A 

7% 

7% 

A 

Mb 

17 

BOH 

13% 

n% 

12,; 

•iH 

taJ 

Ul 

11 

B7 

3d 

A 

5% 

-A 

(MB 

B4D 

U 

te 

a 

a 

a 

tail 

42 

5K 

Q3 

zA 

23% 

«% 

tab 

7 

734 

IA 

iA 

Oft 

■% 

MM 

Ul 

11 

» 

*A 

« 

■ 

+i 

Batted 

86* 

a 

132 

2% 

26% 

21% 

A 

Star*. 

IMS 

s 

U 

20% 

rt% 

iA 

-i 

Eta 

3447 

«B 

17 

17% 

-% 

Bauta 

oc 

94 

A 

• 

A 

A 

MW 

52 

5714 

34 

»% 

33A 

+A 

MS  Bee 

006 

5 

A 

1*1 

A 

BQlBb 

at* 

25 

M 

A 

9 

* 

■% 

» fetal* 

27 

W 

23% 

s% 

a% 

■fl 

mm 

x« 

12 

S5 

23 

a% 

32% 

A 

map 

012 

11 

335 

1t% 

wV 

Hi 

A 

Bfec 

20 

136 

A 

A 

7% 

A 

tS32» 

88% 

«A 

8 A 

+A 

flu 

X12 

31 

FOB 

38% 

*7ft 

3A 

-& 

BUfcOD 

127 

19 

■ 

41% 

«% 

4ta 

■Ii 

nr  sue 

3H4H9 

c% 

sA 

«i 

-* 

"MU 

0J8 

19 

we 

3(3 

34% 

24% 

•i 

M 


b b)  a 54%  a% 

* 1*85  5ft  5% 

664  » 4*  26%  21% 

S3  H 1*%  W% 
an  (6i  a%  a 
1*  13  218  S%  2»% 

* 17*  18ft  W 
M 97*  28%  »% 


*% 

-ft 

3%  -% 
18% 
n -s% 
2*a  *Jk 

Oft  -A 

aft  -i% 


18  1]  X « lift  Uft  -ft 

18  TBS  13%  IS  9%  ■% 

4E3  aft  A 8%  -a 

37113*  28%  2B%  27  -ift 


n m 

MElte  * 

9)  0% 
J7ia  ffi 
911  4 273  29% 

1*6  1*  76  6% 

t*  II  ♦«  14 

32*  17ft 

O B 10% 

16150  *a 
5*  11 

9100  46% 

5 0 8 

m a 6(67  29% 

5119  4% 
a 81*  24% 

851  » 1B41  38% 

016  SI  3703  (A 
0*7  13  1»  18% 

*84  lift 
U22HB  104% 

135  «w  art 
« Ift 

140  S 01  57% 
a 1M5  24ft 

a ec  26% 
is  sa*  mb 
n o% 

0.16  18  5740  55% 

on  so  aw  w% 

QJJB  SI  22938  04ft 

0*  17  ns  (2ft 
55  at  37% 
(7177*  71ft  ®% 
4 UK  3%  A 


6%  A 
3%  3% 
l»%  w% 

(4%  «% 

a%  o% 

16  Wft 

»%  »% 

36%  38 

0%  11  *1% 
48%  *%  -23 
6 8 

»%  29ft  -% 
4ft  4ft  -ft 

233  M%  -ft 
35%  35%  O 

«u  « ♦% 

17%  17%  -1% 
11%  11%  •% 
37%  W% 

(5%  «% 

1%  1% 

*%  SB 

22%  ail 
25%  m 
12%  tz% 

9%  9% 

34%  34%  -1% 
61%  61%  4. 
62%  02% 

41  (2 

a 32ft 
•eft 
A 


Bt  3IT7 

«% 

»% 

» 

•ii 

1VSS 

16% 

M% 

IS 

■a 

OB 

a *72 

s*i 

67 

SA 

-A 

(97 

1% 

fi 

>A 

A 

19  1233 

A 

A 

6 

058 

11  381 

a% 

32% 

32% 

■raw 

73% 

71A 

Tfei 

-A 

WB7 

A 

7ft 

711 

♦A 

HE 

12  *054 

2Zi 

21% 

a 

■% 

IS  3S0 

K 

15% 

16& 

■% 

217 

A 

2% 

A 

A 

ft  224 

»% 

IA 

IA 

A 

091 

A 

2i 

A 

A 

15  575 

21% 

a 

2A 

A 

mo 

IK 

iA 

12i 

<2i 

A 

77HB0B 

02% 

79% 

«A 

•A 

02) 

2 (67 

*A 

Mi 

24fl 

A 

10 

2i 

Ii 

tt 

A 

1U9 

sa 

« 

-A 

11213 

»% 

»% 

lA 

29  *33 

sA 

3A 

37 

-1 

9 ft 

BA 

A 

A 

4 

DJ3 

a £<* 

26% 

25% 

SA 

A 

a saw 

(*i 

(A 

o% 

A 

872 

n is? 

lA 

A 

*A 

A 

9 429 

03 

JSfi 

1S% 

♦ 

912 

29 

15% 

16% 

iA 

A 

ft  326 

Si 

5 

Si 

A 

XB9 

ISA 

M% 

M% 

-A 

fcmS» 


fertt 


W V 


98% +10% 

3ft  -ft 

44  -ft 

4t  -i  a 

25%  -ft 
44%  -1ft 

33%  -1% 

46%  -«ft 
* +% 
fit  A 
37ft  -1ft 
6 +B 

15%  «%  l*% 

Ift  1ft  1%  + 

Sft  25%  28ft  -1ft 

17S  1*%  16%  -1% 

A 9%  « -A 

9 7ft  • +lft 
*5  52  77  -4 

44%  43%  *4%  -% 

A *•%'% 

A Bft  *A 

a »a  9%  -ft 


rami 


Rate 

teoKA 

Ml 

FMBf 

RWA 

FW* 


nr  *4 

te  ( n 

002  31  in 
058  42  2095 
S» 
. 10  ZHt 

as  17  a* 
■nsTM 

072  17  1128 

31  ++C+ 
015  n (177 
0.15  17  «H 
854*7 
14  549 
o*  a sot 
MSB 


718  68% 

12%  nH 

Mft  13 
223  22% 
38%  37% 
»%  2*% 
51%  49% 
13%  11% 

m ioft 
10%  10ft 
20%  111 
9 Sft 
46%  «% 
21%  21% 


<2%  +% 
70%  -1% 

nS  -ft 
nil  -a 

22ft  -ft 

37%  -a 

aft  -ft 
a%  -i 
«%  ♦% 
18ft  -% 
aft  -% 
«H  +H 
5%  -% 
«%  -% 
«% 


8809 

1881- 

5 

A 

A 

A 

BffSev 

087 

a w 

51 

Sl% 

s% 

A 

MCb 

8 a 

M% 

Mi 

M* 

A 

EmU 

1213*8 

Itt 

17% 

17% 

-tt 

GHtH 

aa 

3 15 

Itt 

SA 

SA 

-A 

fet* 

19  502 

i*A 

Itt 

Mfl 

-A 

1872 

A 

S& 

A 

-A 

tett 

ft  06 

2A 

23fl 

aft 

-H 

fine 

2003 

A 

iA 

i% 

(rmi 

41  UM 

■A 

SA 

*i% 

+a 

1 2527 

11% 

iifl 

n% 

*i 

CWttB 

( 

3 

2B 

» 

+A 

Itt 

1755 

% 

h 

A 

- 

GUBqe 

91 

( 

A 

A 

A 

ftrittp 

ms 

S IS 

A 

A 

2% 

- 

csrtri 

SB 

A 

A 

att 

+A 

fttaw 

7 1*2 

A 

7% 

( 

A 

l*ta» 

14  ■ 

A 

6% 

A 

tatayri 

UD 

W 817 

tA 

21% 

3% 

-i 

WSGBi 

UK 

eon 

s 

»% 

32% 

A 

MMI 

» a 

A 

A 

A 

A 

iMUflHj 

18  2978 

«A 

iA 

ISA 

♦A 

BUR 

8J0 

■ M 

15% 

M% 

itt 

+a 

Ibbft 

13  41* 

12% 

n% 

12% 

A 

HI 

aa 

11  SUB 

22% 

21% 

22 

tank 

8ft 

11  US 

«% 

3r% 

*1% 

-A 

HwGB 

t 478 

A 

5 

A 

-A 

mm 

200 

(A 

42S 

(A 

+A 

ta* 

( 

i% 

1% 

i% 

A 

RS* 


SI  5% 

114 

um  122% 
* *57  n 


A 

A 


. Aft  i«  nft 

VBB  61*  71%  B% 


121  *4ft 

•ft  A 


Uapfler 

143(9 

9 A A 

A 

dec  Fss 

ugsii 

S 304 

Hi  T3%  133 

+A 

tucta 

feed 

aw  3U0B3UW%  13A  MBA 

■4ft 

Mata 

lttW> 

UM  BB  lift 

2C%  24  21 

■Si 

utet 

■rial 

XI*  9 6777 

A A « 

■i 

« 

feta 

W71 

tt  tt  A 

-A 

| tart 

ktadb 

0 86 

11  W%  iri 

A 

***+ 

MB* 

ft  77%  79% 

4% 

».ev»? 

Hen  i 

805  20  nft 

23%  23%  23% 

+% 

■wits 

UK* 

033  41  6 

(4%  ei  «% 

-ttt 

nierei 

1 Mta 

j&jSwk 

IS  31 

22  21%  21% 

-1ft 

1 (earn 

■naei 

Jab 

30)3419 

Oh  Hi  ba 

UAf 

joe  fee 

11  te 

A 7%  7% 

Mbr 

ftMtef 

U W 

AAA 

% 

ute 

tali 

IIS* 

34%  3*%  34% 

■a 

■ut 

teaafte 

Q.C  9 3949 

Jtt  Stt  3* 

+% 

■CM 

ta*))** 

Oft  W 241 

32%  21%  31% 

-% 

ftcceg 

tab 

Oft  TO  (91 

12%  11%  H% 

■% 

# 

+i 

Ml  he 

esetax 

an  « w 

30%  2A  29% 

Ottatp 

WnCpi 

04*  3 W7 

19  M%  M(J 

-A 

OriteaA 

MfS* 

BS  13  1ft 

30%  ■%  29% 

-% 

Otetii 

M1 

OE1  12  30 

iA  «%  itt  -1% 

Ml 

KA-B 

ft  33941 

t£G%  b*%  ea 

+% 

OMte 

Ht 

7 

A A «% 

-% 

■Mi 

w) 

TOOK 

M%  a% 

+i 

Dana 

(ft) 

3615 

ay  HA  21% 

■1% 

0a* 

n++rt 

Itete* 

172  12  IH 

a%  ii  h 

-1 

onk 

lUFw 

17  HM 

lA  17%  ft 

+% 

Ota 

Irata 

Ul 

so  2A  a% 

-% 

OMSgriri 

» re 

te  i m ■*  Lee 

w xa  a 90  aft  a% 
■ o«  w si  nft  »% 

*6  TT7  iQ  1% 

I*  .22  I7W  46%  «% 

ill  OS  13  15  21%  a% 

H 2%  7% 
10E  3SM  «%  3A 
SW  41%  *ft 
a 36% 
29% 


030  a a 

27  M 

a an  as  soft 

038  ■ 7310  ■%  30% 
072  14  I 
* 5103 


D*  ■ 213 


54  52% 
TH  7ft 
4ft  A 
46%  47% 
144  a 


%i  +% 

Oft  -% 
1%  -ft 
**&  1% 
ZJ%  +ft 
2% 

aa  -% 

41  -fl 
38%  ■% 

a%  A 
38ft  A 

17%  -aa 
5A  -2 
7%  A 
A +ft 
4A  -% 
10A  -21% 


aa 


m in  sa% 

• 343  n% 

* 632  A 
M 7488  15% 

044  12  * 13% 

ua®  M 

2444  A 
a 8W  46Q 
IM0  12  4(4  a 
0*6  23  TBS  31 

»aooi8  nQ 

72B5  36% 
(p>  OK)  19  7*7  2A 
4337  Uft 

u«  n s% 

004  I 479  7% 
M A 
(17  A 
» feB  15% 
3752  18% 
» 715*  (1 

■ 1U  9& 
SUE  18% 
■tti  00677  148% 

wan  a as  »% 

new*  m m% 

■tee Hi  0.U  M 301  M% 

■fete  511  B% 

Has*  1*  14  21*  «7B 
neo*  010  il  a is% 
wort  i oa  is  57  A 

DM  13  302  *% 
0*8  B 37*  30% 
on  a 38*  sA 
UK  7% 
*5  W 034  11  1(4  13% 


27%  aft 
10%  u% 
A A 
MS  tf% 
«%  B% 
5*%  Sift 
A A 
(A  (A 
a ao% 

32%  32% 


72  723  -2ft 


S V 

s%  aft 
A « 

37%  37ft 
A 7ft 

A 2ft 
A A 

V4%  WQ 
17ft  17% 

A A 
A A 
17%  17% 

Ml  141ft  -4ft 

uft  12ft  -4 

M M%  A 
23H  2A  -ft 

*%  aft'  -ft 

*7H  btS  -ift 
M%  1A  A 

A A 
33%  35R 
a%  aft 
A 3A 

A A 

fl  13 


A 

A 

+i% 

A 

A 


«72  ■ S M% 
ia  S 04  37% 
XII  12  5*  16% 
10  0 15% 

BM  23  n 51 
5(834  01% 
10*  5A 
n h% 
aw  i(  sa  <A 
us  aft 

D*  42  330  04% 
032  * 0637  17% 
U 23?  13% 
0*1  27  2170  0% 
70*7  aft 
<33547  18ft 
9 8973  78 

0 I*  12% 
am  0 ift 
«<  5A 


o%  M%  A 
*5fl  * -1ft 
M%  Uft  +ft 

a%  tA 

c%  «% 

(4  55% 

Sft  55ft 
i53  ■ 

Q%  1A 

2A  294 
52%  (4+1% 

35%  35%  -2 

17%  U% 

12%  B%  -7% 
25%  27%  -B 

uft  w%  A 
mim-u 

n 12  A 
ift  ift 
54%  5A  -I 


A 

4% 

-23 

A 

A 

41 


M%  M%  MA  A 

7%  A A -4 

13  12  12  -H 

25%  25%  76%  A 

0%  47%  <2%  A 

n%  51  51% 

» 54  A A -ft 

S (4536  « 4A  « -ift 
M 621  47%  (4  44%  -A 

18  (37  H%  lA  12%  A 

031  u sa  A 73  a 

p*o  ii  urn  ib%  i(%  hH  -aft 


a 331 
7 1737 

48  7 a 

178  13  IB 
os  a a 


THE  NASDAQ-AMEX  MARKET  GROUP 


79  33% 


lew  late  i 
SI  SA 


050  17 

Ul  T7  06  a 37%  3A 
17148  18%  lA  w% 


*0* 


im  7 1401 
BM  87  5 

29  m 


3777394 
031  M 4*2 


44%  (A  <A  4% 

«i  ffl  a 

71  ■ 70%  A 
78%  7A  77ft  +U 

A (ft  8fi  -ft 
«tt  * *%  -A 
rsfl  79%  0%  +ft 
SO  <7%  4/B  -2ft 


F60«t 


a u h%  n%  a A 
54*  Ita  a%  1A  A 
s w iA  iA  iA  A 
OB  18  3781  40%  JA  *%  A 


rr  m 

Me  E aa  M*  im  bte  a* 

2®  352  A « 4ft  +ft 

1^1  a 3348  06%  75%  75%  +1 

IS  *142  wa  K%  M%  -ft 

020  ( HI  »%  14%  M%  -% 

75  A A A A 

U2  U *44  » SA  »ft  -H 

35  SB  A A A 

13  1971  12  11%  11% 


1«  S 4«2  *ia  41  (1% 
222  « A A 
020  15  737  lA  H%  IA 


am  s f 

IA 

to% 

10% 

-% 

SWM 

(0 

491 

*7% 

«% 

M% 

-i3 

TJfeMHl 

« » 

% 

U 

B 

+i 

BtfriHp* 

aa 

12 

tsn 

att 

w% 

Ktt 

nets 

OS2  11  1520 

>% 

2tt 

+4 

M# 

4178 

»% 

A 

A 

-11 

TUCrib* 

044  14  TM 

ion 

Wi 

lA 

■% 

SteaQp 

052 

2 

3(89 

12% 

ntt 

B 

-A 

ia  Spa 

31  BB® 

23% 

21% 

718 

-1% 

saw 

1ft 

9 

129 

17i 

w% 

te% 

-% 

Ttooen 

ft  2770 

tt 

A 

A 

■% 

eshSi 

052 

43 

10*3 

«A 

3A 

ft 

•A 

TuuM 

UKS2BI 

»A 

tt 

»A 

♦A 

UMB 

4 

MS 

A 

SA 

3A 

•ft 

Tow 

97  IBB 

30 

a 

s% 

-ift 

SftM 

0ft 

» 

39 

3% 

28% 

21% 

+A 

Triconcj 

in  tA  u nft 

« jo  « « a 

014  la  two  a ( a 

028  17  3145  X 20ft  29% 

1332  3ft  3ft  A 


a^M>. 

23 

2810 

Uft 

17% 

17% 

-1% 

scan 

050 

«% 

*5% 

•i% 

EBcrt^ 

ine 

wfl 

Vft 

14ft 

-ft 

W» 

511 

tt 

»3 

2 

ID 

1292 

tt 

•tt 

A 

A 

XJUf* 

02! 

14 

313 

3 

»% 

a; 

-A 

BUCn 

♦4*2 

24% 

23% 

A 

uas+o. 

Oft 

ia 

M 

1 

tt 

•a 

tt 

a 

1093 

31% 

»% 

3A 

•ft 

Uta 

025 

tt 

127 

SA 

stt 

30% 

A 

MB 

Hlftfl 

«% 

39% 

1F% 

ft% 

17% 

ft 

+ft 

%oM4 

a 

w 

12% 

1* 

021 

7% 

A 

01 

+ft 

TotnCb 

on 

1171 

tt 

A 

A 

A 

ta 

5521 

29% 

13 

rai 

-A 

Mb 

Itt 

1S% 

iA 

-T 

SM: 

30 

® 

St% 

23% 

a 

+% 

TUB* 

1% 

i% 

A 

tt 

«% 

TmM 

1ft 

12 

34% 

JA 

33% 

■ift 

acitaB 
tut  be 

O10 

a 

4* 

a 

809 

«e 

210 

s*% 

A 

A 

«A 

A 

A 

63ft 

A 

A 

+i 

A 

A 

1Mb 
T— t 
IKrinBC 

1.10 

9 

22 

ita 

702 

159 

A 

% 

2A 

79 

a 

2A 

A 

ii 

a% 

♦li 

-fl 

S^ti 

Oft 

9 

*3*1 

23% 

22% 

224. 

A 

saw 

30) 

3 

22! 

u 

11% 

12 

WelS 

n 

(300 

21% 

23% 

2A 

A 

baa  He 
Slta  he 


77  tel 

Ob.  E Ui  *k  lew  UK 

15  570  11%  17%  17ft 

5 6277  ( 5ft  5% 

50BS72  BB%  0%  (A 

2*  BIS  29  a%  zA 

1793  (ft  A 
911036  2A  lA  18fi 

on  s a Mfi  «%'  iA 

0 273  n%  «%  n 

» no  aa  ssa  s»%  +«k 

mo  aa  A Ml  sft  A 

um  ua  13%  u%  A 


048  a 3529  37  35%  36% 

a M3  A 7 7 

037  II  3535  36%  37%  37% 
an  27525  u»A  ®%  e% 
m am  iA  a a% 

170  w i u%  +A  «A 
a m Mil  lA  u% 
airnn  ros  ntt  «% 
•20T1D  79,;  7A  77% 
BOT  M 208  M%  IA  15% 
020  » 1257  (A  *H  40ft 

iwa  0%  32%  (0 


ihfeA 

USE^ 

050* 

OEMs 

BSttte 

UST  Cecil 

Wirier 


tegacn 


iy  id 

IhEn  O*  lew  Late  Dte, 

OK  2*  6328  35%  *%  35%  «ft 

2*0  5 2*  72%  7A  71%  A 

no  *ft  2ft  A A 

B9*»  «U  (ft  A +tl 

072  24  Ml  77%  75%  77  +ft 

W127D  A 9%  A -1ft 
0*  11  EB4  3%  22%  22%  -ft 

056  ta  M MB  Id  «■  -8% 

*3  2%  2%  A A 

OS  11  58  lA  14  14ft  A 

B SS7S  ua%  27ft  28%  A 
OS  » 244  25%  MA  34ft  -1 

MM  n Bit  70%  -A 

7?  3S70  aft  64S  BA  -IB 

22  TO  W%  A lA  A 
71  S«  >A  13%  M% 

70  77*6  «%  «%  47% 

s B8M  e%  11%  a 


A 
A 
•ft 

0*5  37»  27%  !A  28%  -1% 


W 52D*  28%  *%  25ft 

bdi  2*  471  A A A 
kdk  055  7 0*  ttdHft  Mft 
KMBC  1*1  3 212  27S  S%  27 

■ Eli  010  18  1514  3 MA  1IB 

ntex  OSS  a M £Q  3+%  3*% 

W tefite  S 1164  2A  SA  28% 

4 71  711  54%  3A  33% 

I*  T1  2160  17ft  11%  K% 

■ L 03(  12  7 12%  12%  C% 

*>  (5(  M 2W  «%  11%  n% 

.WP308  838  11  721 


A 
A 
•ft 

71%  7A  TA  +1% 


few  on 


« an  »%  (A  *5ft 

<9  2967  38%  S%  38ft 

a*  (ft  sti  A 

non  M3  00(11% 

ura  »%  iA  MA 
r mc  A A a£E 

8*  S W 58  57  SA 


-24 

-Ift 

-A 

A 

-A 

+A 

A 


AMEX 


USpaJanuy  12 


ucnzaw  £ ■wunisnn 


32 


Strong  yen  muscles  its  way  centre  stage 


The  currency  markets  stole 
the  limelight  from  the  stock 

exchanges  yesterday  as  an 
apparent  burst  of  interven- 
tion against  the  yen  reversed 
the  Japanese  currency's  rise, 
writes  Philip  Coggaru 

The  dollar  briefly  bounced 
above  the  Y1L2  level,  baiting 
a trend  of  weakness  against 
the  yen  that  set  in  last 
August 

The  yen's  strength  was 
positive  for  world  markets 


for  a while,  relieving  the 
pressure  on  the  nhiripw  and 
Hong  Kong  currencies,  but 
recently  the  trend  has  been 
less  well  received. 

A strong  yen  weighs  on 
the  prospects  of  Japanese 
exporters,  farther  burdening 
the  troubled  Tokyo  equity 
market  , and  It  was  starting 
to  weigh  on  US  Treasury 
bonds,  a key  support  for 
Wall  Street. 

While  US  Treasury  bonds 

recovered  yesterday,  the  gap 
between  their  poor  perfor- 


mance and  the  record-break- 
ing run  of  equities  means 
that  valuations  have  become 
further  stretched. 

According  to  the  informa- 
tion company  DBES,  US  equi- 
ties, as  measured  by  the  per- 
formance of  the  Standard  & 
Poor's  500,  are  17 A per  cent 
overvalued. 

1BES  says  the  market  has 
only  been  more  overvalued 
on  four  occasions  in  recent 
years  - 1987,  1991,  1997  and 
1998.  On  all  of  those  occa- 
sions, apart  from  1991,  a cor- 


rection  in  share  prices 

followed.  • 

IBES  also  indicates  that 
the  earnings  of  the  S&P  500 
companies  fen  L6  per  cent  in 
1998.  Forecasts  for  1999  earn- 
ings growth  remain  high, 
but  have  been  revised  down 
from  16.8  per  cent  to  16  per 
cent 

US  equities  lost  ground  in 
early  trading  but  there  was 
little  evidence  that  this  was 
anything  more  than  profit- 
taking.  a trend  that  also 
affected  European  bourses. 


Concern  about  the  financial 
position  of  Brazil,  where  the' 
federal  government  is  locked  • 
in  a debt  battle  with  one  of 
the.  states  was  one  factor 
inducing  ramHrm 
Nor  have  the  economic 
worries  about  the  developed 
world,  so  prominent  in  the 
third  quarter  last  year, 
entirely  gone  away.  There 
was  yet  mare  evidence  of  a 
slowdown,  in  the  German 
economy,  as  industrial  out- 
put in  November  was 
revealed  to  be  22  per  cent 


■down  -on  jpnYivtis} 
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Big  fall 


This  (feta  came  <m  top  off  I f 


sugqggers!.'  surreys  Shdtweak  Indiana  - stock  market  fell 
nancfecturBig iHtters.  , = sharplyjyesterday,  putting  at 
Analysts.  jBaid  that  German  feast  a temporary  halt  to  a. 
gross  domestic  product  may  .strung  hew  year  rally.  The 
have  in  the -fourth  -benchmark  BSE  SO  index 

quarter  of  i99S.  \'  . ' plunged  78  on  profit-taking 

With  the  core  European  jmd  squartog-up  of  long  post- 
nation  in  difficulty,  the  pres-  'ttons  to,  close  at  3,353. 
sure  an  the  European  Cen-  ' However,  the  market  is 
tral  Bank  for- a cut  in  inter-  stiE  well  up  on  the  year  after 
est  rates  is  iiiteosifying.  a remarkable  first  week  of 

January  when  it  leapt  more 
_ . than  l0  per  cent  in  record 

IVlllnn  T^uU  nm  cxmdnuad 

X ▼ I’Biflal  rally  which  began  at  the 

start  of  December  when  the 
index  languished  near  a five- 
deterred  by  developments  Jn  . year  low  at  2,725.  It  rose 
■fQrtno,7  30  per  cent  in .six 

the  impeachment  trial  of  weeks  to  breach  3,500  in 
President  Bill  Gin  ton.  The  Intra-day  trading  week 
SMI  Index  finished  37.2  before  falling  back.  Even 


High-techs 
tumble  on 
profit-taking 


Brazil  worries  weaken  Milan 


AMERICAS 

A broad  sell-off  hit  US 
shares  in  early  trading  as 
investors  skimmed  off  recent 
gains  from  high-technology 
leaden  ahead  of  earnings 
announcements,  unites  John 
Labate  in  New  York. 

The  Nasdaq  composite  reg- 
istered a loss  of  57.31  or  2.4 
per  cent  at  232728  while  the 
Dow  Jones  Industrial  Aver- 
age was  116.63  or  121  per 
cent  lower  at  9,50326  and  the 
broader  Standard  & Poor’s 
500  index  19.47  off  at  1,244.41. 

Anticipation  of  quarterly 
and  year-end  results  from 
Intel  and  Yahoo!  helped  keep 
the  semiconductor  and  inter- 
net sectors  under  pressure  in 
early  trading.  Intel  lost  $3% 
to  reach  $136%  and  Yahoo! 
was  off  $185  at  $3955. 

Blue-chip  and  large  com- 
pany shares  also  fell  back  an 
average,  despite  steep  rises 
in  some  issues. 

Lower  cyclical  and  finan- 
cial stock  prices  weighed  on 
the  Dow.  Aluminum  Com- 
pany of  America  lost  $3  to 
$85%  after  Morgan  Stanley 
Dean  Witter  downgraded  the 
shares  to  “underperform”. 
Citigroup  was  off  $lft  to 
$56 A after  the  company 
announced  a new  redeem- 
able stock  programme. 

But  Walt  Disney  prospered 
in  active  trading,  rising  $2£ 
to  $37 A.  The  company, 
which  has  launched  a new 
online  alliance  with  Info- 
Seek,  enjoyed  a rating 
upgrade  by  Salomon  Smith 
Barney  to  “buy”. 

Most  leading  internet 


UI1  BJROre 

A second  day  of  consolid- 
•m  • ation  In  MILAN  drove  the 

4^  Mibtel  index  22  per  cent 

BV  g \ | lower,  although  individual 

stocks  put  in  strong  perfor- 
mances. The  index’s  536- 
s hares  were  down,  with  point  fall  to  24419  reflected 
Amflaon.com  $17%  lower  at  concerns  about  the  Brazilian 
$167.  Online  brokerage  economy  and  the  strength  of 
shares  were  higher  after  the  dollar. 

E*Trade  said  it  had  a stake  Support  for  the  market, 
in  a new  online  investment  which  finished  33  above  its 
bank.  E*ftade  gained  $8%  to  session  low,  came  from  buy- 
reach  $96%.  ing  of  selected  blue  chips. 

Fortune  Brands  climbed  Telecom  Italia  rose  10.4  cents 
$15  or  more  than  5 per  cent  or  12  per  cent  to  €8,  Eni,  the 
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already  taken  provisions. 

CS  Group,  which  said  it 
had  only  a small  exposure  to 
Gltfo  of  less  tban  SFrlOOm, 
eased  SFr3  to  SFri&LSQ. 


eminent  is  .still  in'  office. 
inflation  is  down,  and  Unit 
Scheme  64  remains  afloat, 
awaiting  a government- 
sponsored  rescue  plan.  The 
absence  of  further  bad  news 
drew  attention  to  the  low 
valuation  of  stocks.  By 
November  many  industrials 


weaker  at  7:4272.  .how,  the  is  23  per  cent  sponsored  rescue  plan.  The 

Among  financials.  UBS  higher  than  pn  December- 1-  absence  of  further  bad  news 
eased  SFr2.  to  SFr457.  The  : The  rise  has  been  broadly  drew  attention  to  the  low 
bank  said  its  exposure  to  based.  The  first  stocks  to  valuation  of  stocks.  By 
China’s  faffed. Gitic  trust  was.  pick  up  were  old  favourites  November  many  industrials 
yVctfly  to  be  ftfo  tham  'Software,  pharmaceutical  traded  at  5-6  times  earnings- 
for  which  the'  bank  h«d  and  consumer  industries.  With  India  set  to 'post  posi- 
already  taken  provisions.  but  banks  and  heavy  indus-  five  growth  of  about  5 per 
CS  Group,  which  said  it  . trials  soon  joined  the  party,  cent,  this  seemed  niggardly. 
hud  fwfly  a «maH  wprefnix  fn.  .The  late  charge  by  big  From  early  December 
Gltte  of  less  tban  SFrlOOm,  . industrial  stocks  has  been  speculators  bet  that  low  val- 
eased  SFr3  to  SFr2aL5Q.  , spectacular  after  a year  of  uations  would  tempt  back 


to  $32tk  after  the  company 
said  it  expected  a double- 
digit rise  in  1999  earnings. 
International  Paper  shares 
fen  $A  to  $455  after  the  com- 
pany reported  quarterly 
results. 

Small-company  shares 
were  pulled  lower,  sending 
the  Russell  2000  index  down 
521  to  42722. 

US  Treasuries  rallied,  with 
the  benchmark  30-year  bond 
1 V*  higher  at  1005.  sending 
the  yield  down  to  5218  per 
cent. 

Banking  shares  also  fell 
back,  with  Chase  Manhattan 
down  $2%  to  $73%.  Washing- 
ton Mutual  fell  $5  to  $425 
after  Merrill  Lynch  raised  it 
to  near-term  buy. 

TORONTO  slipped  in  early 
trading  as  resources  issues 
performed  poorly.  The  TSE- 
300  composite  index  was  off 
5320  or  02  per  cent  at 
6,788.41. 

Eleven  of  the  Index’s  14 
sub-indices  moved  lower. 
The  gold  and  precious  met- 
als sector  fell  32  per  cent 
after  a dip  in  the  New  York 
gold  price. 

Placer  Dome  retreated 
C$1.30  or  6.5  per  cent  to 
C$1820,  while  Barrick  Gold 
Corp  declined  C$120  or  3.7 

per  emit  to  C$3120. 


Sao  Paulo  plunges 
further  on  debt  fears 


SAO  PAULO  plunged  again 
on  worries  about  the  90day 
debt  moratorium  announced 
last  week  by  the  state  of 
Mtoe*  Gerais. 

The  Bovespa  index  had 
dived  561  or  82  per  cent  to 
5242  by  midsession,  making 
a fall  of  202  per  cent  since 
the  state  announced  last 
Thursday  that  it  would  cease 
debt  payments  to  the  federal 
government. 

Preferred  receipts  in  mar- 
ket leader  Telebrds  had 
fallen  R$720  or  82  per  cent 
to  RS7720. 

CARACAS  fell  sharply  a s 


Investors  took  their  cue  from 
their  Brazilian  counterparts. 
By  midsession  the  IBC  index 
had  declined  31921  or  62  per 
cent  to  423528. 

The  appointment  of  Mar- 
itza  Izaguirre  as  finance  min- 
ister. announced  on  Sunday 
before  a market  holiday  on 
Monday,  was  completely 
overshadowed  by  events  in 
Brazil. 

MEXICO  CITY  continued 
to  lose  ground  as  financial 
markets  were  battered  by 
uncertainty  ova:  Brazil.  The 
IPC  index  was  down  32  per 
cent  or  10920  at  3,482.60. 


energy  group,  gained  5.4 
cents  to  close  at  6523  and 
Alitalia,  the  airline,  closed 
7.5  cents  or  22  per  -cent 
hlghw  at  6322. 

Olivetti,  the  telecommuni- 
cations and  computers 
group,  slid  on  a broker's 
downgrade  and  rumours 
that  it  wanted  to  take  over 

The  FI5E  Eorotap  300  Index  fan 
19.23  or  126  per  cent  to 
1,21521.  See  Euro  Prices  page. 

Telecom  Italia.  The  stock 
shed  142  cents  or  4.5  per 
cent  to  end  at  €323. 

Flat,  the  carmaker,  contin- 
ued its  decline  of  the  last 
few  days,  falling  82  cents  or 
2.8  per  cent  to  €3.10.  The 
stock  has  fallen  7.4  pa  cent 
in  the  last  four  sessions. 

FRANKFURT  saw  a sec- 
ond day  of  consolidation, 
which  left  the  Xetra  Dax 
index  7024  or  12  per  cent 
weaker  at  5496.13. 

Bank  stocks  were  hard  hit 
Dresdner  Bank  led  the 
retreat,  losing  €240  to  €3920 
in  spite  of  reassurance  that 
its  exposure  to  China's  failed 
Gitic  trust  amounted  to  a 
“low  double-digit  million 
mark"  figure. 

However,  traders  said 
there  were  concerns  the 
banks  could  be  open  to  fur- 
ther such  liabilities.  Deut- 
sche Bank  gave  up  €128  to 
€53.92  and  Commerzbank 
remained  under  pressure, 
losing  23  cents  to  €2747  after 
Monday's  strong  sell-off. 

Deutsche  Telekom  edged 
up  28  cents  to  €32.68,  boosted 
by  the  prospect  of  further 
restructuring  in  the  Euro- 
pean telecom  sector.  Man- 


nesmann  put  on  €1.38  to 
€11329. 

Car  stocks  were  weak  an 
worries  about  slowing  sector 
growth.  VW  lost  €220  to 
€73.60  in  spite  of  a 72  per 
cent  increase  in  1998  group 
vehicle  deliveries.  BMW  lost 
€27  to  €682  and  Daimler- 
ChrysLer  fell  80  cents  to  €91. 

Industrial  group  Siemens 
edged  5 cents  higher  to 
€61.75.  Traders  said  market 
sentiment  about  the  compa- 
ny’s ability  to  achieve  a 
turnaround  was  recovering. 

PARIS  turned  lower  with 
financials  under  pressure  on 
concerns  over  their  exposure 
to  China's  failed  Gitic  trust 
The  CAG-40  Index,  which 
picked  up  to  an  - early 
421327.  finished  10120  lower 
on  the  day  at  4,100.70.  1 

Computer  services  group 
Cap  Gemini  was  the  main 
drag  on  the  Index,  falling 
€20  or  122  per  cent  to  €128 
after  a Morgan  Stanley 
downgrade.  Other  analysts 
agreed  that  the  group’s  valu- 
ation looked  high  after  sharp 
gains  at  the  start  of  the  year. 
The  shares  have  been  on  a 
downward  trend  since  peak- 
ing at  €16220  on  January  6. 

Among  financials,  CCF 
lost  €6  or  7.6  per  cent  to  €73 
after  Cheuvreux  confirmed 
that  tt  had  cut  its  recommen- 
dation an  the  bank.  Soctete 
GAnfeale  lost  €420  or  2.7  per 
cent  to  €15230  in  spite  of 
reassurance  that  its  Gitic 
exposure,  at  $25m,  was 
nowhere  near  its  exposure  to 
Russia  and  Indonesia.. 

Imetal  shot  up  11.6  per 
cent  as  the  stock  was 
requoted  after  its  bid  for 


Weaker  rand  hits  Jo’burg 


S0UTHARUCA 

Investor  concerns  about 


higher  than  at  the  start  of 
the  year. 

Banks  slipped  on  worries 


Brazil  and  the  weakness  of  that  the  rand’s  slide  to  a 
the  rand  sent  Johannesburg  four-week  low  against  the 


lower  in  the  afternoon. 

The  all-share  finished  173 
or  02  per  cent  lower  at  5,863, 
still  432.5  or  8 .per  cent 


dollar  would  cause  interest 
rate  cuts  to  be  delayed.  BOE 
shed  41  cents  or  83  per  cent 
to  end  at  R427. 


Nikkei  falters  for  third  day 


ASIA  PACIFIC 

Tbe  volatility  of  the  yen 
caused  jitters  in  TOKYO 
where  the  Nikkei  average 
gave  back  early  gains  to  fin- 
ish lower  for  the  third  day 
running,  writes  Michiyo 
Nakamoto. 

Profit-taking  began  after 
the  Nikkei  rose  150  points  in 
the  morning  on  positive  sen- 
timent about  the  dollar's 
rebound  against  the  yen. 

Investors  also  reacted  ner- 
vously to  evidence  of  friction 
between  the  ruling  Liberal 
Democratic  party  and  the 
Liberal  party  with  which  it 
plans  to  form  a coalition. 

The  Nikkei  closed  7.51 
lower  at  13360-97  while  the 
broader-based  Nikkei  300 
closed  up  028  at  20922.  Tbe 
Topis  index  of  all  listed 
shares  fell  1A1  to  125523. 

The  Nikkei  moved 
between  a high  of  13335,66 
and  a low  of  1341220.  Vol- 
ume on  the  Nikkei  was  up 
slightly  at  358m  shares,  com- 
pared with  300m  on  Monday. 
DecUners  beat  fellers  by  716 
to  390.  while  169  issues 
remained  unchanged. 

The  yen’s  mercurial  per- 
formance meant  some  promi- 
nent exporters  again  came 
under  selling  pressure. 
Although  some  Issues 
regained  ground  lost  on 
Monday,  Sony  fell  for  the 
ninth  day  running,  losing 


Y70  to  Y7390.  JR  East,  the 
privatised  railway  company, 
surged  Y43.000  or  7 per  cent 
on  a report  that  the  govern- 
ment to  scrap 

plans  to  sell  a second 
tranche  of  shares  by  the 
of  March. 

Nissan  Motor  gained  Y5  to 
Y388  after  reports  that  Daim- 
lerChrysler  co-chairman 
Juergen  Schrempp  had  said 
his  company  had  not  ruled 
out  taking  an  equity  stake  in 
the  Japanese  manufacturer. 

SEOUL’S  weakness  was 
attributed  to  consolidation 
after  the  market's  12  per 
cent  rise  since  the  start  of 
the  year  and  institutional 
investors’  program  selling 
linked  with  the  index 
futures  market  Tbe  compos- 
ite index  fell  9.76  or  12  per 
cent  to  631.19  after  moving 
between  62127  to  65135. 

HONG  KONG  staged  a late 
rally  to  end  higher  due  to 
futures-related  buying  and 
covering  of  short  positions. 
The  Hang  Seng  index  closed 
up  77,29  at  10,711.56  after 
ending  the  morning  down  13 
per  cent  at  10,47724. 

Some  analysts  said  some 
foreign  fond  houses  were 
moving  to  squeeze  short  sell- 
ers by  placing  buy  orders. 

The  futures-related  buying 
drove  blue  chips  higher,  led 
by  Swire  Pacific  A which 
gained  HK$1.30  or  32  per 
cent  to  HKS3S30.  Hang  Seng 


NewZsatend 
cap  40  Mot 


Bank  rose  HKS225  or  3 per 
cent  to  HE97625  and  HSBC 
Holdings  HKS2  to  HKS206. 

China-affiliated  red-chip 
and  H-share  companies  con- 
tinued to  flounder  after  more 
negative  news  related  to  the 
bankruptcy  of  Guangdong 
International  Trust  and 
Investment  Corp.  Red  chips 
lost  2.5  per  cent  and  H 
shares  42  per  cent. 

WELLINGTON  saw  selling 
pressure  on  most  stocks  as 
the  new  year  rally  ended. 
Telecom  Corp.  the  largest 
capitalised  company,  was 
one  of  lie  few  issues  to  pros- 
per, up  2 rents  to  NZ$832. 
Trade  in  Telecom  accounted 
for  64  per  rent  of  market 
turnover  of  NZS14lm. 

There  was  little  joy  else- 
where as  the  Top  40  Capital 


index  of  leading  shares 
closed  322  or  13  per  rent 
lower  at  2.1382L  The  market 
is  still  33  per  rent  highar 
than  at  the  start  of  tbe  year. 

SYDNEY  recovered  from 
profit-taking  to  end  almost 
flat,  bolstered  by  a rally 
among  resources  companies. 
The  All  Ordinaries  Index 
ended  3.1  down  at  2,8462, 
compared  with  22L3.4  at  the 
end  of  last  year. 

Blue-chip  stocks  fared 
poorly  after  leading  the  mar- 
ket up  last  week.  Lend 
Lease,  the  property  and 
financial  services  group,  fell 
A$125  or  5.6  per  cent  to 
A$2l2l  and  Brambles,  the 
transport  and  waste  manage- 
ment company,  A|L47  or  32 
per  cent  at  AS40.73. 

Resources  stocks  gained 
an  average  of  3.7  percent 
BHP  rose  64  casts  or  52  per 
cent  to  AI12.79,  WMC  36 
cents  or  7.3  per  cent  to’ 
ASS. 32  and  Rio  Tinto  52 
cents  or  2.7  per  rent  to 
A$LS29. 

KARACHI  was  lower, 
reflecting  heavy  selling  of 
Pakistan  Telecom,  but  news 
that  Hnbco  had  formally 
accused  the  government  and  - 
the  state  utility  of  defaulting 
on  payments  had  little 
impact  on  tbe  market  Tbe 
KSE-100  index  ended  10.61 
lower  at  92322.  PT  fell  65 
paisa  to  Rsl82Q  while  Hubco  j 
rose  15  paise  to  Bsl320.  1 


English  China  Clays.  The  SFrl7,870  as  expectations 
shares  touched  a high  of -grew  for  1998  sales  figures 


In  pharmaceuticals,  Roche  runderperfonnance-  Tata 
certificates  put  on  SFz245  to-  Engineering  and  Locomo- 
SFrt.7,870  as  expectations.  ’ five,  the  truck  company,  is 


€103  before  dosing. €10,40 
better  at  €9920. 

AMSTERDAM  fell  victim.  SFr&higierto  S&2255.  . Information  technology  . in  the  first  days  of  January 
to  nerves  about  the  effects  of  ' Richemont,  sharply  high  nr  stocks  rose  strongly  an  fresh  -but  faltered  when  they 
emerging  markets  problems  on  Monday  following  the  /.global  interest  in  the  sector-  turned  net  sellers  on  Mon- 
on  Dutch  company  results.  ' announcement  that  its  Roth-  ‘ But  the  macro-economic  day.  The  question  is  whether 

Tbe  AEX  index  fell  933  or  mans  International  entity  environment  remains,  bleak  there  Is  a genuine  inflow  erf 
1.7  per  cent  to  63624,  adding  - would  be  taken  over  by  Brifc- . with  low  growth,  exports  new  money  from  global  port- 
to  the  2.4  per  rent  decline  ish  American  Tobacco,  down  and  a fiscal  deficit  up:  foUo-reaflocation.  or  whether 


grew  for  1996  sales  figures  up  more  than  70  par  cent 
due  before  the  market  opens.  - store  the  start  of  December 
tomorrow.  Novartis -.edged,  wtean.it  unveflad  a new  car. 
SFrft  higher to  SFti!255.  - Information  technology 


five  growth  of  about  S per 
cent,  this  seemed  niggardly. 

From  early  December 
speculators  bet  that  low  val- 
uations would  tempt  back 
foreign  Investors  who  with- 
drew more  than  $300m  from 
tiie  Indian  stock  market 
year.  W ^ 

The  rally  firmed  when  *r- 
wgn  funds  bought  in  earnest 
in  the  first  days  of  January 


the  market  suffered  on  Mon- 
day. Investors  deserted  Akzo 
Nobel,  the  chemicals  group 
that  attracted  interest  last, 
week.  The  group,  43  per 
cent  down  on  Monday, 
slipped  another  €120  or  5.1 
per  rent  to  €3320. 

The  return  to  favour  of 
Baan,  the  software  company, 
also  appears  to  have  been 
short-lived.  The  company 
was  the  biggest  feller,  dos- 
ing €125  or  93  per  cent 
lower  at  €1135. 

ZURICH  was  lower  on 
profit-taking,  with  investors 


slumped  SFrlfiO  or  6 per  cent 
toSFr2330. 

MADRID  dosed  sharply 
lower,  pulled  down  by  blue 
chips  With  big  Latin  Ameri- 
can exposure.  The  general' 
index  lost  17.75  or  2 per  rent 
to  88527. 

Investors  withdrew  from 


hanks  .with  significant  iJtHn  November.  Tb*y  the  govern- 
■ America  Investments,  nature  twawt  had' just. been  thrashed 
Bilbao  Vizcaya  fen  68  cants  in  three  regional  elections. 


or  42  per  cent  to  €1332.  '■  - 

Morgan,  Jflctael  Peel,  Peter 
Hal  and  Pet A fee gen 


it  -the  macro-econoxaic  day.  The  question  is  whether 
iyinnunent  remains. bleak  there  Is  a genuine  inflow  of 
ith  low  growths  exports  new  money  from  global  port- 
jwn  and  a fiscal  deficit  up:  ' foUo-reallocation.  or  whether 
Why  tins  enthusiasm?  One  recent  buying  Is  limited  to 
answer  Is  that  India  is  existing  India  funds  moving 
finally  joining  the  Aslan  back  to  equities  from  cash, 
emerging  market  rally.  Hav-  Foreign  buying  may  sup- 
tog  missed  out  until  Decern-  port  the  market  near  current 
ber,  it  has  much  ground  to  levels  but  is  unlikely  to  fuel 
make  up.  The  second  is  that  a further  strong  rally, 
a lot  of  bad  news  was  priced  in  any  event,  the  news 

into  the  market  by  fete. . flow  from  now  could  be  neg- 
ovembef.  Then  the  govern-  ative,  with  a difficult  budget 
aonl  had  just  been  thrashed  gyrations  In  privatisation 
i three  regional  elections,  policy  end  the.  prospect  of 
flatten  was  soaring  and  . political  instability.  Yester- 
te  biggest  mutual  fund,  _ day’s  fell  could  mark  the  end 
ait  Scheme  64,  teetered,  on  of  the  new  year  party. 

£ brink  of  collapse.  Jt" 

Two  months  later  the  gov-  "Krishna 


inflation  was  soaring  and 
the  biggest  mutual  fund, 
Unit  Scheme  64,  teetered,  an 
the  brink  af  collapse. 

Two  months  later  the  gov- 


argin  offsets. 


rategic  thinkers. 


UFFE  offers  the  world's  widest  arid  most  liquid 
range  of  euro-denominated  short-term  interest 
rate  (STIR)  contracts. 

Outright  and  strategy  trading  in  LIFFE's  Euribor 
futures  and  options  is  free;  of  charge. 

UFFE  members  are  committed  to  providing 
liquidity  as  evidenced  by  the  existing 
3^6  million  open  interest  ^ €.1,800  billion)  in 
UFFPs  ■€  STIR  contracts.  ■. 
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Set  for  a global 
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Electronic  Business 
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trading 


n the  19th  century,  the 

Industrial  revolution 
ushered  in  technological 
changes  which  reshaped 
industry,  commerce  and  trade. 
Now,  on  the  eve  of  the  23st 
century,  a digital  revolution  - 
built  around  the  ones  and  zeros 
h of  binary  computer  language  _ ^ 
poised  to  have  an  equally 
dramatic  impact 

“In  many  ways;  we' are  today  at 
the  place  the  industrial 
revolution  was  100  years  ago," 
says  Nathan  Myhrvold,  chief 
technology  officer  at  Microsoft, 
the  US  software  giant  “ft  is  like 
it  was  1898.  if  you  opened  up  the 
FT  on  this  day  in  1898,  you  would 
have  thought  the  industrial 
revolution  had  already  happened. 
Yet  in  retrospect,  it  had  only  just 
begun." 

Indeed,  it  Is  easy  to  forget  that 
it  is  only  50  years  since  the  first 
commercial  mainframe 
computers  were  developed,  20 
years  since  the  desktop  personal 
computer  first  appeared  and  just 
a few  years  since  the 
commercialisation  of  the  Internet 
resulted  in  an  explosion  of 
i!  activity  on  the  world  wide  web. 

Today,  there  are  more  than 
400m  PCs  in  the  world, 
supercomputers  forecast' the 
weather  and  simulate  nuclear 
blasts,  and  sophisticated  software 
programs  fly  aircraft  and  run 
multinational  companies. 
Spending  on  information 
technology  continues  to  rise 
across  all  sectors  even  though  in 
terms  of  raw  power,  the  cost  of 
computing  has  fallen  by  a factor 
of  a million  in  the  past  20  years 
and  there  is  no  indication  that 
this  trend  is  slowing. 

Over  the  next  decade, 
technological  advances  will 
continue,  fuelled  by  farther 
breakthroughs  in  silicon  chip 
design  and  fabrication.  The  next 
generation  of  machines  built 
around  more  powerful  64-bit 
microprocessors  like  Intel’s 
“Merced"  chip  will  arrive  early  In 
the  new  millennium  and  will 
probably  have  “natural" 
interfaces  including  voice  and 
“gesture  analysis”  as  well  as 
keyboards  and  mice. 

Generally,  technology  will 
become  more  "transparent”  and 
less  obtrusive.  PC  sales  will 
continue  to  grow.  By  2008  or  2004, 
Sean  Maloney,  responsible  for 
global  sales  operations  of  Intel, 
the  world's  biggest  chipmaker, 
reckons  China  will  account  for 
more  than  half  the  PCs 
manufactured  worldwide. 

However,  there  will  also  be 
many  other  intelligent  devit^*5 
including  smart  phones, 
handheld  wireless 
communicators  and  interactive 
set-top  boxes,  as  well  as  “thin 
client”  devices  used  for  specific 
purposes. 

These  will  be  grouped  into 
heterogeneous  networks  at  home 
and  in  the  workplace,  comprising 
a wide  range  of  devices  which  are 
able  to  identify  and  communicate 
with  each  other  over  broadband 
links.  The  remaining  distinctions 
between  voice  and  data  traffic 
inside  enterprises  and  elsewhere 
will  disappear. 

The  growing  complexity  of 
distributed  networks  win  place 
an  even  greater  premium  on  . 
network  management  tools  in 
enterprises  and  accelerate  the 
re-balancing  of  distributed  client 
server  systems  back  towards 
centralised  services.  Meanwhile, 
the  continued  growth  of  the 
Internet  and  the  web  will 


The  revolutionary  shape  of 

things  to  come 

As  information  technology  penetrates  more  deeply  into  all  aspects  of  business 
and  society,  our  lives  are  set  for  dramatic  change,  predicts  Paul  Taylor 


facilitate  a new  form  of  services 
which  will  gradually  begin  to 
replace  packaged  software. 

Software  will  probably  become 
iocreasixigly  component-based 
and  users  will  standardise  on  a 
framework,  but  then  choose 
“best-of-breed"  components  from 
different  vendors. 

Perhaps  most  controversially, 
IT  win  begin  to  lead  business 
planning  rather  than  be 
determined  by  tt  So  far, 
computers  have  mostly  been 
viewed  as  a tool  to  automate 
existing  processes  and  to  improve 
business  efficiency,  although  - as 
the  year  2000  computer  date 
problem  has  shown  dramatically 
- many  organisations  have 
become  heavily  dependent  upon 
computers. 

This  growing  reliance  an  IT 
systems  is  being  driven  by  a wide 
range  of  factors,  including 
market  liberalisation,  technology 
convergence  and  the 
globalisation  of  business  activity. 

Globalisation,  In  particular, 
has  forced  organisations  to 
compete  across  geographic 
divides  and  meet  the 
requirements  of  their  customers, 
wherever  they  are  - a challenge 
highlighted  by  the  Internet’s 
global  reach. 

As  Craig  Barrett,  Intel's  chief 
executive,  noted  recently,  “we 
are  already  moving  toward  a 
world  of  lbn  connected 


computers.  This  is  like  a seventh 
continent,  tt  provides  instant 
arrwx  to  information  and 
presents  any  organisation  with 
the  ability  to  make  informed  and 
quick  decisions. 

“It  alters  the  ‘economies  of 
scale’  equation  to  put  the  kind  of 
resources  that  only  used  to  be 
available  to  large  companies,  at 
everyone's  disposal, 
24-honrs-a-day,  seven  days  a 
week.  It  provides  businesses, 
both  large  and  small,  with 
instant  access  to  vendors, 
customers,  manufacturers  and 
customer  information  anywhere 
in  the  world.  And  it  is 
fundamentally  going  tp  pTiqngn 
the  way  we  do  business.'” 

Mr  Myhrvold  agrees. 
Information  technology  has  not 
really  begun  to  reshape  business 
yet,  but  1 think- ft  will  do  so  in 
lots  of  ways."  Electronic 
commerce,  in  particular,  is 
expected  to  change  the  way 
people  do  business 
h mdamentaily. 

While  the  short-term  focus  of 
boardroom  IT  discussions  will 
probably  be  an  issues  such  as 
ensuring  year  2000  compliance 
and  adjusting  to  the  euro,  the 
next  decade  is  likely  to  see  some 
dramatic  changes,  driven  by  the 
dawning  of  what  1ms  been  called 
“the  information  age”. 

This  year  win  probably  be  an 
abnormal  one  because  of  the  year 


2000  problem  “and  lots  of  people 
are  likely  to  be  replacing 
infrastructure,”  says  Intel’s  Mr 
Maloney.  However,  he  believes 
that  2000  wfll  see  a surge  of 
e-commerce  activity. 

Already,  the  pace  of  change 
associated  with  the  Internet  and 
Internet-based  technologies  has 
caught  many  companies  and 
boardrooms  off  guard.  For 
example,  who  could  have  guessed 
two  years  ago  that  a bookstore 
started  in  Seattle  would  be  worth 


Globalisation  is 
forcing  organisations 
to  compete  across 
geographic  divides 


bQlions  of  dollars  even  though  it 
has  yet  to  make  a profit. 

Amazon.com  may  well  turn  out 
to  be  a “wake-up”  can  for  many 
traditional  businesses.  “I  think 
the  world  is  going  to  get 

■PrmrlMnmntaTly  mnrp 

competitive,"  says  Mr  Myhrvold. 
“You  wfll  have  established 
companies  that  ran  suddenly  be 
challenged  by  upstarts  Who  in 
the  analogue  world  couldn't 
matrh  some  giant  company’s 
hold  on  some  market.  But  in  the 
new  world,  faster  technology 


allows  them  to  compete 
enormously  more  effectively." 

Tire  global  nature  of  the 
Internet  also  inevitably  means 
more  competition.  “Once  you 
have  hung  your  store  front  up  on 
the  Internet,  yon  cannot  help  hut 
attract  global  customers;  it's  the 
very  nature  of  the  beast,”  says 
Mr  Myhrvold. 

While  some  traditional 
intermediaries  will  find  their 
roles  challenged  or  even 
eliminated  in  the  new  digital 
world,  others  will  evolve  to  take 
advantage  of  new  business 
opportunities.  Meanwhile,  the 
relationship  between  suppliers 
and  customers  is  also  likely  to 
change. 

Already,  there  is  evidence  of  a 
shift  in  the  balance  of  power 
towards  consumers  as  traditional 
supply  chains  collapse  and 
markets  become  more 
transparent.  This  has 
far-reaching  implications  for  the 
design,  pricing,  marketing  and 
distribution  of  a wide  range  of 
goods  and  services. 

For  manufacturers,  just-in-time 
inventory  systems,  shared 
extranets  and  computer- 
controlled  logistics  operations 
have  already  made  business  more 
efficient.  But  most  IT  and 
business  consultants  believe 
there  are  more  gains  to  be  made 
- particularly  in  the  field  of 
“mass  customisation'1. 


While  the  “dumb  machines” 
which  arrived  with  the  industrial 
revolution  brought  about 
dramatic  redactions  in  the  costs 
of  production,  mass  production 
also  meant  limited  flexibility,  for 
example  in  colours  or  sizes. 
Bespoke  tailoring  was  replaced 
by  low  cost  off-the-shelf  clothing. 

Mr  Myhrvold  and  other 
technologists  believe  that  IT  and 
the  use  of  “smart  machines"  now 
offer  the  potential  to  transform 
mass  production  into  a form  of 
“mass  customisation"  that  will 
deliver  the  workmanship 
associated  with  individual 
artisans,  but  with  the  cost 
efficiencies  of  automation. 

The  next  decade  is  also  likely 
to  see  a farther  shift  towards 
outsourcing  and  the 
“virtualisation'’  of  business 
entities  around  global  brands  - 
both  made  possible  by 
availability  of  low-cost,  high 
bandwidth  communications  and 
more  sophisticated  IT  systems. 

In  a faBy  “wired  business",  or 
what  Bill  Gates,  Microsoft's 
chairman,  calls  one  built  around 
a “digital  nervous  system”,  it 
does  not  matter  where  people  sit 
geographically  or  whom  they 
work  for,  as  long  as  they  have 
access  to  the  right  information. 

As  Mr  Myhrvold  notes,  we  are 
used  to  talking  about  free  trade 
in  terms  of  legal  or  physical 
barriers.  But  there  can  also  be 


information  and  convenience 
barriers.  “So  many  things  in 
business  are  constrained  silently, 
simply  by  people  who  might  be 
involved  not  knowing  or  not 
being  able  to  participate.” 

However,  the  explosion  of 
information  and  raw  data 
available  electronically  and  in 
other  forms  presents  challenges 
as  well  as  opportunities.  Several 
recent  studies  have  highlighted 
the  fact  that  many  executives 
and  managers  feel  overwhelmed 
by  the  sheer  volume  of  data 
available  to  them  and  complain 
of  “information  overload"  and 
stress. 

Therefore,  making  this  flood  of 
data  more  manageable  is  likely  to 
be  one  of  the  biggest  challenges 
faring  companies  over  the  next 
decade.  “We  believe  that  industry 
is  on  the  point  of  moving  to  a 
new  plane"  says  Rick  BeDuzzo, 
Silicon  Graphic’s  chief  executive. 

Mr  Belluzzo's  strategy  for 
Silicon  Graphics,  dubbed  “time  to 
insight”,  is  built  around  four 
tenets;  traditional  IT  systems  are 
maturing;  problems  are  becoming 
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provider  displays  this  logo. 


(HCisco 

Powered  Network-: 
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every  modem  business.  To  ensure  you  stay  ahead, 
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FT-IT  REVIEW  2 THE  SHAPE  OF  THINGS  TO  COME 


ELECTRONIC  BUSINESS-TO-BUSINESS  TRADING  by  Geoffrey  Nairn 


A vision  of  ‘virtual  commerce’  communities 


The  Internet  encourages  radically  different 
ways  of  thinking  about  business,  but 
companies  must  first  overcome  significant 
technical  and  cultural  hurdles 


Online  retailing  is  just  the 
tip  of  the  electronic  com- 
merce iceberg  and  the  IT 
industry  hopes  the  next  few 
years  will  see  the  Internet 
revolution  extend  to  the 
much  larger  market  for 
inter-business  trading,  creat- 
ing in  its  wake  radically  new 
ways  of  doing  business. 

The  business-to-business 
e-commerce  market  is  today 
small,  but  analysts  believe  it 
could  start  to  grow  rapidly 
as  more  businesses  appreci- 
ate the  benefits  that  can  be 
obtained  by  ordering  goods 
and  services  online.  Forres- 
ter Research,  the  US  market 
research  company,  predicts 
e-commerce  between  busi- 
nesses in  the  US  will  grow 
from  $41bn  in  1993  to  S327bn 
in  3XU  - eight  times  larger 
than  the  business-to-con- 
sumer  market. 

Before  such  predictions 
can  be  realised,  however, 
significant  technical  and  cul- 
tural hurdles  must  be  over- 
come. One  big  problem  is  the 
nature  of  inter-business  trad- 
ing which  is  much  more 
complex  than  consumer 
e-commerce. 

The  Internet  retailing 
model  and  its  technologies 


cannot  easily  be  adapted  to 
the  business-to-business 
arena.  So  Investors  hoping 
that  e-commerce  ventures  in 
business  can  repeat  the 
meteoric  successes  of  onhne 
retailing  pioneers,  such  as 
Amazon.com,  are  likely  to  be 
disappointed. 

Another  hurdle  is  that 
most  business-related  e-com- 
merce projects  running 
today  are  customer-  or 
industry-specific  and  so  the 
experience  cannot  be  easily 
extended  to  other  inrinqtrjfea 

Despite  the  obstacles, 
though,  there  is  considerable 
interest  in  bringing  business 
trading  to  the  Internet  One 
powerful  driving  force  is  the 
desire  of  large  organisations 
to  cut  the  time  and  money 
they  spend  ordering  goods 
and  services. 

Industries  may  be  using 
the  latest  supply  chain  man- 
agement technologies  to 
streamline  their  critical  pro- 
duction processes,  but  the 
procurement  {Unction  - par- 
ticularly for  non-critical 
items  - is  frequently  over- 
looked. “Procurement  is 
often  the  last  area  to  be 
automated  in  a large  corpo- 
ration," says  Eric  Meier- 
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Rflegg.  European  general 
manager  for  Commerce  One 
of  the  US,  which  specialises 
in  software  for  web-based 
procurement. 

Lufthansa,  the  German 
airline,  is  about  to  start  a 


trial  of  Commerce  One’s 
technology  at  its  Frankfurt 
headquarters.  If  the  project 
Is  successful,  the  system 
could  be  extended  to  all  Luft- 
hansa offices  and  embrace 
procurement  of  goods  and 


services  worth  $ibn  annu- 
ally. 

The  idea  behind  Com- 
merce One's  technology  is  to 
allow  designated  employees 
to  choose  and  order  non-pro- 
duction  goods  - office  sup- 


INDUSTRY  LEADERS’  PREDICTIONS 


Pivotal  role  for  technology  managers 


From  previous  page 

more  complex:  there  is  an 
explosion  in  terms  of  the 
volume  of  data:  and 
technology  is  becoming 
pervasive. 

“The  challenge  is  to 
process  real-time  info  and 
deliver  in  a way  that  is 
meaningful,"  he  says. 

Capturing  new  types  of 
information,  such  as 
transaction  data,  processing 
it  and  storing  it  in  a data 
warehouse,  will  offer 
businesses  new 
opportunities  for  data 


mining  and  spotting  trends 
through  the  use. of  business 
intelligence  software,  he 
believes. 

However,  most  senior  IT 
executives  also  acknowledge 
that  as  they  collect,  sift  and 
process  dam,  enterprises  will 
need  to  deal  with  growing 
public  concerns  about 
privacy  and  security.  As  Eric 
Schmidt  Novell's  chief 
executive  officer,  notes, 
"instead  of  being  on  the  Net, 
people  will  be  to  the  Net." 

Mr  Schmidt  says  the 
principle  of  privacy  on  the 
Internet  is  being  "grossly 


violated"  and  he  insists 
people  should  be  able  to 
control  their  own  identities 
on  any  network.  “Our  basic 
notion  is  that  you  as  a user 
get  to  control  how 
information  is  used."  he 
says. 

Just  like  the  industrial 
revolution,  it  seems  likely 
that  the  information 
revolution  will  throw  up  a 
wide  range  of  social  and 
ethical  issues  along  with  the 
business  challenges  and 
opportunities. 

But  perhaps,  as  Microsoft’s 
Mr  Myhrvold  says,  only  one 


thing  is  really  certain  where 
technology  is  concerned 
“One  should  always  expect 
surprises.  The  notion  that 
you  can  have  a dear  view  of 
how  technology  Is  going  to 
go  for  the  next  decade  is 
simply  wrong.  There  is  going 
to  be  technological 
upheaval." 

Significantly,  most 
technologists,  including  Mr 
Myhrvold,  believe  that  the 
biggest  challenge  will  be 
finding  the  people  to  manage 
the  technology. 

“Managing  technology  will 
require  very  creative  people 


...  there  is  no  royal  road  at 
the  moment 

“The  organisations  that 
resist  change  or  think  that 
technology  isn’t  going  to 
affect  them,  they  are  the 
ones  that  are  really  in 
trouble,"  he  says. 

“Those  companies  that  do 
have  charismatic  managers 
that  are  able  to  provide 
leadership  during  this  period 
are  going  to  benefit 
enormously  - in  fact  in 
many  cases  they  will  find 
that  technology  is  not  just  a 
tool,  it  really  is  the  heart  of 
their  business." 


plies  or  furniture,  for  exam- 
ple - from  an  electronic  cat- 
alogue of  approved  suppliers 
on  the  company's  intranet 
The  order  is  then  sent  direct 
to  the  supplier  via  the  Inter- 
net, bypassing  a lengthy 
approval  cycle  and  eliminat- 
ing paperwork. 

In  the  DS,  there  are  almost 
8m  people  - purchasing 
managers,  shipping  clerics, 
sales  supervisors  - employed 
to  process  the  paperwork 
involved  in  inter-business 
transactions.  Planning  Solu- 
tions, a US  consultancy,  esti- 
mates that  the  cost  of  these 
“transaction"  workers  in  the 
US  may  be  more  than  $250bn 
and  worldwide  it  could  reach 
$1  trillion. 

The  Internet  might  seem 
to  offer  a way  to  eliminate 
many  of  these  “non-produc- 
tive” workers.  But  Planning 
Solutions  claims  that  busi- 
nesses hoping  to  achieve 
substantial  payroll  cuts  with 
net-based  procurement  are 
likely  to  be  disappointed. 

The  reason  lies  in  the  limi- 
tations of  today's  e-com- 
merce technologies  for  busi- 
ness transactions  which 
overwhelmingly  focus  on  the 
purchase  order  and  the 
people  who  handle  them. 
However,  these  people  only 
account  for  around  7 per 
cent  of  the  total  in  transac- 
tion-related jobs. 

“Even  If  all  the  purchase- 
order  people  ‘went  away* 
because  of  Internet  automa- 
tion, the  savings  are 
unlikely  to  be  compelling 
enough  to  drive  adoption," 
says  Janies  Luke,  president 
of  Planning  Solutions.  He 
believes  that  for  e-commerce 
to  become  ubiquitous,  it 
must  have  a radical  impact 


on  the  selling,  shipping  and 
receiving  functions  as  well 
as  purchasing. 

While  Internet-based  busi- 
ness-to-business solutions 
continue  to  focus  on  pur- 
chasing. their  impact  is 
likely  to  be  as  limited  as  that 
of  Electronic  Data  Inter- 
change fEDD  networks.  Pro- 
prietary EDI  systems  have 
existed  for  the  past  two 
decades  and  have  been  most 
successful  in  the  automotive 
and  retailing  sectors. 

But  EDTs  penetration  in 
the  US  economy  as  a whole 
is  only  about  2 per  cent  The 
EDI  industry  is  now  trying 
to  extend  the  appeal  of  the 
technology  by  adapting  it  to 
the  Internet  This  move  to 
“open"  EDI  is  gathering 
momentum  with  initiatives 
such  as  the  Open  Buying  on 
the  Internet  (OBD  standard, 
developed  by  a consortium 
of  50  large  purchasing  com- 
panies and  suppliers  in  the 
US. 


Viewpoints 


Critics  say  the  weakness 
of  Commerce  One,  OBI  and 
the  many  other  electronic 
business-to-business  technol- 
ogies is  that  they  adopt  an 
evolutionary  rather  than 
revolutionary  view  of  the 
Internet.  The  aim  is  to  adapt 
existing  business  rules  and 
methods  to  cyberspace  and 
so  save  costs. 

Such  approaches  are  ulti- 
mately short-sighted, 
believes  Gajen  Kandiah, 
director  of  interactive  solu- 
tions at  Cambridge  Technol- 
ogy Partners,  a US  consul- 
tancy. 

“The  B2B  [business-  ta- 
bus in  ess]  market  has  ini- 


tially been  driven  by  busi- 
nesses who  wanted  to  know, 
if  the  Internet  could  save' 
tfrgm  money."  he  says. 

“However,  in  the  past  two 
years,  businesses  are  asking 
us  bow  they  can  use  technol- 
ogy to  go  beyond  their  exist- 
ing business  model." 

Cambridge  believes  the 
Internet  will  create  “new 
business  ecosystems"  that 
allow  companies  to  trade  in 
radically  different  ways  that 
evolve  with  time. 

Mr  Kandiah  compares  the 
vision  with  that  of  the  natu- 
ral ecosystem.  “No-one  sets 
the  rules  for  a rain  forest 
and  the  ecosystem  is  left  to 
evolve."  These  virtual  com- 
merce communities  com- 
prise many  partners,  suppli- 
ers and  customers  who  share 
the  aim  of  increasing  cus-, 
tomer  value  and  creatingfl 
new  market  opportunities. 

Cambridge  is  helping  one 
large  US  carmaker  to  create 
one  of  these  new  business 
ecosystems.  Once  started,  it 
will  be  left  to  develop' in  Its 
own  way. 

“The  company  knows  it 
cannot  control  how  the 
Internet  evolves,"  says  Mr 
Kandiah,  who  believes  vir- 
tual commerce  communities 
will  be  commonplace  within 
three  years. 

The  Internet  encourages 
radically  different  ways  of 
thinking  about  business.  But 
even  if  technologies  can  be 
developed  to  support  new 
ways  of  trading,  significant 
barriers  are  likely  to  remain 
- and  one  of  the  biggest  is 
cultural. 

“Revolutions  take  time 
and  a lot  of  businesses  still 
have  their  heads  firmly  in* 
the  sand,"  says  Mr  Kandiah. 
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RESEARCHER’S  VIEWPOINT:  GEORGE  COLONY 


Dynamic  trade’ 
identified  as  the 
next  big  wave 

The  president  of  Forrester  Research  sees  4 a major  shift  of  power 
towards  the  consumer,  be  it  a man  in  the  street  or  a 
business ...  it  is  going  to  really  sort  the  sheep  from  the  goats  in 
terms  of  who  can  run  technology  best',  reports  Paul  Taylor 


George  Colony  has  built 
Forrester  Research  into  one 
of  America's  fastest  growing 
companies  by  identifying 
technology  trends  and  draw- 
ing them  to  the  attention  of 
Forrester's  global  business 
subscriber  base. 

Forrester,  based  in  Cam- 
bridge, Massachusetts,  was 
one  of  the  first  technology 
consultancies  to  realise  the 
implications  of  the  commer- 
cialisation of  the  Internet  in 
the  mid-1990s.  Now,  Mr  Col- 
ony, Forrester's  president, 
believes  his  company  bas 
identified  the  next  big  wave. 

Forrester's  consultants 
argue  that  the  Internet  econ- 
omy is  moving  from  the 
early  web  to  a new  business 
trading  model  that  Forrester 
calls  "dynamic  trade".  They 
argue  that  this  will  funda- 
mentally alter  products  »tiH 
services,  the  way  production 
schedules  are  determined 
and  what  pricing  models  are 
used  in  which  industries. 

"As  consumers  move 
online,  there  will  be  a 
requirement  that  companies 
begin  to  deliver  in  real- 
time,’’ says  Mr  Colony.  "If 
you  look  at  the  global  2^00 
companies,  we  judge  that 
only  about  3 per  cent  today 
can  actually  do  that" 

Mr  Colony  argues  that  the 
prize  for  those  companies 
that  can  make  the  transition 
is  that  they  will  be  able  to 
trade  dynamically. 

“Our  definition  of  dynamic 
trade  is  the  ability  to  meet 
current  demand  with  cus- 
tomised response,"  he  says. 

There  are  three  aspects  of 
dynamic  trade.  The  first 
aspect  is  that  the  -service 
component  of  a total  product 
becomes  more  critical." 

One. reason  for  this  is  that 


it  is  easier  to  customise  ser- 
vice than  it  is  to  customise 
the  product  One  example  of 
this  might  be  what  Forrester 
ratia  “smart  substitution". 

“If  you  order  20,000  light 
bulbs  from  General  Electric 
and  you  want  them  in  the 
four  pack  and  GE  has  20,000 
light  bulbs,  but  they  are  in 
the  eight-pack,  the  systems 
at  GE  have  to  be  smart 
enough  to  say  we  can  substi- 
tute the  eight  packs  for  the 
four  packs. 

"That  sounds  Quite  simple, 
but  actually  it  is  rather  com- 
plex challenge  for  most 
systems  today.  What  you  are 
doing  is  adding  special  ser- 
vice to  the  product  - in  this 
case  smart  substitution. 


Competition  is 
likely  to  be 
brutish  and  short, 
and  led  by 
technology 


"By  using  smart  substitu- 
tion, GE  is  able  to  deliver 
the  light  bulbs  tomorrow 
rather  than  forcing  you  to 
wait  for  two  weeks  until  the 
four  packs  are  in.’ 

He  describes  his  second 
example  - subscription 
toothpaste  - as  “kind  of 
goofy".  In  this  case,  a con- 
sumer products  company 
such  as  Procter  & Gamble 
would  provide  its  customers 
with  a scanner  to  put  in 
their  waste-bins.  When  the 
customer  threw  away  an 
empty  toothpaste  container, 
it  would  be  scanned  and  the 
following  day  a sew,  packet 


of  toothpaste  delivered. 

Mr  COlony  believes  there 
win  be  a movement  towards 
the  subscription  to  physical 
products,  rather  than  actu- 
ally buying  them  on  a one- 
off  basis.  “The  most  impor- 
tant value  that  all  of  us  need 
today  is  time,"  he  says.  “I 
may  pay  a 5 per  cent  pre- 
mium for  subscription  tooth- 
paste because  it  saves  me  a 
great  deal  of  time.  Z don’t  go 
to  the  store  to  buy  tooth- 
paste anymore;  it’s  coining 
to  me." 

The  second  aspect  of 
dynamic  trading  is  what  For- 
rester calls  “build  to  mar- 
ket*1. Essentially,  tfiat  wwins 
that  instead  of  Ford  building 
20,000  mini-vans  for  inven- 
tory, it  would  build  the  mini 
vans  to  order. 

“Now,  of  course.  Ford 
Motor  Company  does  that 
today,  but  the  lead  time  is 
approximately  three 
months."  says  Mr  Colony.  "I 
was  at  Ford  last  month  and 
they  actually  burild  a mini- 
van in  approximately  two 
hours,  so  why  does  it  take 
three  months  to  deliver? 
Much  of  it  is  a systems  issue 
- the  systems  at  Ford  do  not 
support  delivery  in  two 
weeks  or  one  week,  they  just 
wont  do  it 

“Of  course,  if  Ford  builds 
to  market  it  has  an  impact 
all  the  way  down  their  value 
chain  to  the  people  who  sell 
them  tyres,  to  the  people 
that  sell  than  paint  that  sell 
them  steel,  on  and  on  and 
on.” 

While  Ford’s  ambitions  to 
move  towards  “build  to  mar- 
ket" and  real  time  trading 
are  constrained  by  its  suppli- 
ers, other  companies,  partic- 
ularly those  in  the  personal 
computer  industry  have 


Colony:  *Wo  are  hooting  for  a wtanartakao-eH  market* 


already  made  progress  in 
this  direction. 

“The  closest  today  are 
probably  the  PC  vendors 
who  are  still  selling  through 
channels,  for  example  IBM 
and  Compaq,"  Mr  Colony 
says.  “IBM  is  pioneering 
what  it  calls  the  ‘channel 
building  strategy*  where 
essentially,  instead  of  IBM 
building  PCs  and  sending 
them  out  to  stores  where 
they  are  sold,  IBM  sends  out 
disk  drives,  motherboards 
and  memory  and  they  are 
assembled  in  the  store  to  a 
customer  specification." 

While  these  examples 
focus  on  the  retail  market, 
Mr  Colony  emphasises  that 
the  heart  of  Internet  com- 
merce is  business-to-busi- 
ness  trade. 

“When  General  Motors 
wants  an  «nglrn»  from  one  of 
its  subsidiaries,  it  wants  the 
engine  to  be  delivered 
exactly  in  time  to  be 
installed  in  a Chevrolet  car," 
be  says. 

“Build-to-market  becomes 
a much  more  important 
issue  in  the  business- to-busi- 
ness  market  than.  In  the 


business-to- commerce  mar- 
ket" 

Mr  Colony  admits  that  the 
third  component  of  dynamic 
trade  - “price  close  to  mar- 
ket" - is  probably  more  con- 
troversial than  tbe  first  two. 
“List  price  is  a phenomenon 
of  the  western  world  and 
actually  is  a rather  new  phe- 
nomenon; it  is  only  150  to 
175  years  old.  So  why  does 
list  price  exist? 

“I  believe  it  exists  for  two 
reasons.  One  is  because  it  is 
a time  saver,  second,  the 
value  chain  has  been  so  rigid 
that  you  need  a list  price  at 
the  end  of  it  to  ensure  that 
you  could  pay  for  every  step 
along  the  value  chain.  How- 
ever now  we  have  several 
new  dynamics. 

“The  first  is  that  tbe  con- 
sumer, or  what  tbe  con- 
sumer will  pay,  is  much 
more  transparent  because  of 
online.  The  second  aspect  is 
that  the  value  chain,  using 
systems,  is  becoming  flexible 
enough  to  flex  to  an  ultimate 
different  price  every  day.” 

He  argues  that  the  best 
early  efforts  towards  “price 
to  market"  are  the  Internet 


bid  and  auction  businesses 
and  that,  on  tbe  basis  of  For- 
rester's research,  online  bid 
systems  are  enabling  those 
inviting  bids  to  extract 
approximately  a 5 to  10  per 
cent  cheaper  price  from  sup- 
pliers. However,  he  warns 
that  “pricing  to  market" 
holds  some  risks.  “You  have 
to  be  careful." 

For  example,  Coca-Cola  is 
experimenting  with  a smart 
Coke  machine  that  would 
price  Coke  higher  on  a hot 
day  and  at  a lower  price  on  a 
cold  day.  “Now  this  is  can  be 
quite  difficult,"  he  says, 
“because  there  is  a point 
where  the  consumer  will  say 
'you  are  gouging  me,  you  are 
taking  advantage  of  me1,  and 
so  It  is  a brand-threatening 
strategy  for  some  consumer 
products." 

Similarly,  Little  Caesars, 
the  third  largest  pizza  maker 
in  the  US.  Is  thinking  erf  pric- 
ing the  pizza  at  noon  at  $10  a 
pizza  and  at  $S  at  3pm.  “That 
may  be  perceived  by  con- 
sumers as  being  acceptable." 
says  Mr  Colony.  “It's  good 
for  Little  Caesars  because 
their  traffic  increases  and 
they  get  better  utilisation  of 
their  capital “ 

But  he  accepts  there  is  a 
thin  line  between  what  con- 
sumers will  accept,  and  what 
they  wifi  object  to.  "There  Is 
much  to  be  learned  here." 

Tbe  Forrester  president 
adds:  "These  are  the  three 
aspects  that  are  driving 
dynamic  trade  and  we  would 
argue  that  if  you  are  going 
to  be  a successful  online 
company,  your  systems  will 
have  to  be  able  to  perform 
real-time  and  you  will  have 
to  trade  dynamically  along 
these  three  axes." 

More  fundamentally,  he 
argues:  “I  think  we  are  see- 
ing a major  shift  of  power 
towards  the  consumer,  be  it 
a man  in  the  street  or  a busi- 
ness. I think  it  is  going  to 
really  sort  the  sheep  from 
the  goats  in  terms  of  who 
can  run  technology  best  Ten 
or  15  per  cent  of  companies 
will  *get'  dynamic  trade, 
understand  it,  do  it  first  and 
gain  a first  mover  advan- 
tage. 

He  believes  it  will  be  a 
"winner  takes  all"  market. 
“You  might  have  20  players 
in  a market  and  it  may  come 
down  to  five  players  who 
can  really  dynamically  trade 
- and  the  other  IS  players 
either  find  other  work  or  go 
out  or  business.  It  is  going  to 
be  very  brutal,  I think.  Brut- 
ish and  short,  and  led  by 
technology." 


u 1 B98  Unav*  Cwvomon. 


UNISYS 


We  eat,  sleep  and  drink  this  stuff. 


We're  helping  our  clients  with  the  millennium  problem. 
Now  that's  really  working  against  the  clock. 


Great  ideas  don't  always  come  between  the  hours  of  nine  to  five.  Especially  for  situations  as  far  reaching  as  the  Year  2000  problem.  So  even  when  we're  not 
working  on  it.  £*x  And  coming  up  with  solutions;,  like  bringing  Australia's  major  banks  together  to  help  address  the  kind  of  problem  that  only 


every  thousand 


years.  Werre  helping  our  clients  work  together  and  prepare  for  potential  problems  no  one  has  had  to  face  before. 


at  work,  we're 
comes  along 
www.unisys.com 


30 


IV 


FINANCIAL  TIMES 


FMT  REVIEW  4 THE  SHAPE  OF  THINGS  TO  COME 


WEDNESDAY  JANUARY  1 3 1999 


THE  FUTURE  OF  BANKING  by  Christopher  Brown-Humes 


Continuing  upheavals  in 
the  world  of  finance 


SrS? W-iws-a®:?" 


A technology-led  transformation  could  bring  the  end  of  physical 
money,  replacing  it  with  smart  cards  and  electronic  cash  cards  - 
and  perhaps  bringing  a single  global  currency  in  the  21st  century 


Is  the  technology  revolution 
- and  online  banking,  in  par- 
ticular - going  to  wipe  out 
the  traditional  High  Street 
bank? 

In  10  years  time,  banks 
will  be  “just  a window  on 
your  TV  and  a black  box 
somewhere.**  predicts  Nick 
Spooner,  managing  director 
of  Entranet.  a UK  provider 
of  online  commerce  services. 

Others  are  more  cautious, 
pointing  to  vast  numbers  of 
technophobes,  who  took  long 
enough  to  get  used  to  cash 
machines  and  will  be  even 
more  fazed  by  the  prospect 
of  doing  their  banking 
remotely. 

What  all  agree  on  is  that  a 
huge  process  of  change  is 
under  way.  And  as  custom- 
ers become  more  sophisti- 
cated and  more  confident 
about  the  new  technologies, 
bonks  will  no  longer  be  able 
to  rely  on  the  inertia  that 
currently  stops  many  of  the 
customers  deserting  them 
for  better  deals  elsewhere. 

Who  will  dominate  bank- 


ing in  this  electronic  and 
digital  age?  Microsoft,  retail 
banks,  such  as  Barclays  in 
the  UK,  or  big  entertainment 
and  sports  names  such  as 
Manchester  United,  the 
English  football  team? 
Retailers,  phone  companies, 
digital  broadcasters,  soft- 
ware groups  - all  are  jos- 
tling for  position. 

The  process  is  part  of  a 
wider  transformation  that 
could  bring  the  end  of  physi- 
cal money  - replaced  by 
smart  cards  and  electronic 
casta  cards  - and  maybe 
even  a single  global  cur- 
rency in  the  21st  century. 
The  implications  in  terms  of 
regulation,  fraud  and  pri- 
vacy are  significant.  Inevita- 
bly, too,  there  are  huge 
potential  consequences  for 
bank  branches  and  call  cen- 
tres. 

Internet  banking  is  most 
advanced  in  US  and  Euro- 
pean countries  such  as  Ger- 
many, France,  Spain  and  the 
Netherlands.  In  Britain, 
Royal  Bank  of  Scotland. 


Nationwide  Building  Society, 
Citibank  UK  and  the  Coop- 
erative Bank  are  among  the 
leaders.  RBS.  which 
launched  its  internet  bank- 
ing service  in  mid-1997,  has 
23,000  customers. 

New  entrants  are  coming 
onto  the  scene,  too.  Pruden- 
tial, the  UK’s  biggest  life 
assurer,  recently  launched  a 
new  direct  hanking  service 
called  Egg,  aimed  specifi- 
cally at  the  technologically 
literate  and  Internet  users. 
In  the  first  two  weeks  alone, 
its  Internet  site  recorded 
more  than  im  hits. 

Justifying  Its  approach, 
the  Pru  dted  research  show- 
ing that  two  out  of  three 
financial  services  products 
could  be  delivered  remotely 
in  15  years  time. 

Although  the  absolute 
number  of  Internet  bank 
customers  remains  small, 
demand  is  expected  to 
increase  sharply  with  the 
advent  of  digital  TV. 

Forrester,  the  US  consul- 
tancy group,  predicts  that 


3.1m  Europeans  will  be 
using  the  Internet  for  finan- 
cial services  by  2000.  Two 
years  after  that,  it  expects 
the  figure  to  have  risen  to 
10m. 

Over  the  next  five  years,  It 
argues,  banking  activity  will 
make  up  the  majority  of 
overall  financial  activity 
online.  “Securities  will 
require  years  of  customer 
education  to  take  off  in  mar- 
kets like  the  UK  Powerful 
middlemen  and  complicated 
products  will  keep  on-line 
insurance  sales  minimal,”  it 
believes. 

Not  everyone  shares  that 
assessment  Gap  Gemini,  for 
example,  believes  the  first 
real  area  of  Internet  trading 
in  finance  win  be  investment 
products  - particularly  indi- 
vidual savings  accounts  - 
and  execution-only  stock- 
braking.  The  European  com- 
puter services  group  main- 
tains it  will  be  older, 
wealthier  customers  who 
will  mainly  trade  on  the 
Internet  first,  and  not  the 
young  as  is  commonly 
believed. 

For  the  customer,  Internet 
banking  offers  the  . prospect 
of  convenience  - literally 


being  able  to  bank  any- 
where. anytime  It  also  gives 
customers  more  choice  and 
makes  it  easier  to  compare 
offers.  PC  banking  is  slightly 
more  restrictive  because  li 
ties  customers  to  using  their 
own  computers. 

For  suppliers,  online  bank- 
ing is  less  people-  and  infra- 
structure-intensive  than 
branches  or  call  centres  and, 
therefore,  cheaper  to  pro- 
vide. In  theory,  that  should 
mean  better  deals. 

“If  you  have  many  service 
providers,  all  operating  at 
very  low  cost  because  they 
have  little  physical  infra- 
structure, and  where  cus- 
tomers can  move  from  one 
to  another  easily,  then  you 
move  towards  perfect  compe- 
tition,” says  John  Hardy, 
chief  executive  of  lank,  the 
automated  teller  machine 
network  in  the  UK 

According  to  Mr  Spooner 
at  Entranet  it  costs  about 
the  same  to  set  up  an  Inter- 
net hanking  site  as  it  does  to 
maintain  a branch  in  a pro- 
vincial High  Street  in  a sin- 
gle year. 

This  world  favours  the 
fleet-of-foot  and  those  with  a 
strong  brand.  Thus,  you 
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could  have  Manchester 
United  Bank  as  the  shop- 
front with,  say,  Barclays 
standing  behind  It  providing 
the  banking  expertise  and 
processing  capability. 

This  extends  what  is 
already  happening  in  retail- 
ing where  Salisbury's  Bank 
is  part  of  a joint  venture 
with  Bank  of  Scotland  and 
Tesco's  with  Royal  Bank  of 
Scotland.  Equally,  you  might 
have  a Yahoo  Bank  or  Micro- 
soft Bank. 

The  economics  of  banking 
will  certainly  change, 
favouring  large  organisa- 
tions less  and  smaller  groups 
more.  Moreover,  geography 
will  matter  less,  because 
search  engines  will  let  cus- 
tomers find  the  deal  that 
suits  them  anywhere  in.  the 
world. 

Does  this  mean  branch 


numbers  will  shrink?  Almost 
certainly,  and  their  func- 
tions wiD  change.  Call  cen- 
tres, too.  wiD  be  affected.  For 
example,  banks  may  need  to 
develop  an  Internet  support 
service  capability  to  help 
customers  having  difficulty 
accessing  their  accounts. 

Colin  Whittle,  head  of  elec- 
tronic channels  at  Nation- 
wide Building  Society,  says 
online  banking  will  not  dis- 
place bank  brandies,  merely 
change  their  function.  “They 
will  become  less  transaction- 
based  and  more  advice- 
based,"  he  says.  This  reflects 
a widespread  belief  that 
advice  Is  not  something  the 
Internet  can  deliver  as  suc- 
cessfully as  face-to-face  con- 
tact. 

"Our  long-term  aspiration 
is  to  give  customers  a per- 
sonal branch  via  an  Internet- 


enabled  PC."  says  Mr  Whit- 
tle. Later  this  year.  Nation-  , 
wide  customers  will  be  able  -'] 
to  make  mortgage  applica- 
tions, apply  for  loans  via  the 
Internet  and  set  up  standing 
orders.  But  online  hanking  is 
only  part  of  a wider  transfor- 
mation. It  will  require  retail 
outlets  to  be  wired  up  and 
the  transfer  of  value  by 
direct  electronic  means  to  be 
acceptable  everywhere. 

"Quite  what  the  new 
model  will  be.  no-one  knows 
but  it  will  be  vastly  differ- 
ent," says  Mr  Hardy  at  Link. 
“International  barriers  will 
be  far  less  important,  money 
more  fluid,  customers  very 
much  more  in  control.  Why 
buy  an  electronic  service  in 
Britain  at  £100  when  you  can 
get  it  in  the  US  for  SS0  - and 
still  have  it  delivered  on- 
time?" 
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CASE  STUDY 

CITIBANK 


A balancing  act  on  the 
technology  tightrope 


After  using  a variety  of  FT  systems,  the  US  bank  has  now 
decided  on  a policy  of  standardisation  and  outsourcing 


The  task  of  riding  and 
harnessing  technology  is  had 
enough  for  any  financial 
services  organisation. 
Alongside  rapid  changes  in 
delivery  channels  and  doubts 
over  which  emerging 
standards  to  back,  banks  and 
Other  financial  services 
providers  have  shouldered  a 
heavier  burden  than  most  In 
adapting  their  systems  to 
cope  with  the  birth  of  the  euro 
and  the  arrival  less  than 
twelve  months  on  of  the  year 
2000. 

At  Citibank,  the  banking 
arm  of  the  Citigroup 
bancassurance  conglomerate 
formed  this  year  by  the 
merger  of  Citicorp  and 
Travelers  Group  in  the  US,  the 
task  is  made  even  harder  by 
the  geographical  sprawl  of 
Citibank's  worldwide  retail  and 
corporate  banking  operations, 
and  by-  the  complexity  of  the 
group's  merger  process. 

Citibank  has  a long  history 
as  a technology  powerhouse 
and  still  has  one  of  the  largest 
IT  budgets  m the  world, 
estimated  at  $l.8bn  a year. 

But  it  has  also  chased  down 
its  far  share  of  technological 
dead-ends,  and  the  last  tew 
years  have  seen  a dramatic 
overhaul  ol  its  approach  to 
technology. 

The  bank  nod  a reputation 

the  1970s  for  dang 
everything  itself  - most 
rotancusiy  in  its  insistence  on 


developing  the  “magic  middle'' 
bank  card,  which  Citi 
eventually  had  to  abandon  in 
favour  of  the  lower 
performance  magnetic  stripe 
card  adopted  by  every  other 
bank. 

At  the  same  time,  however, 
the  bank’s  far-flung  operations 
meant  that  often, 
technological  diversity 
flourished  in-house. 

“We  did  a lot  of  one-off 
solutions.  We  would  plant  the 
flag  and  let  a thousand 
flowers  bloom,"  acknowledges 
Ed  Horowitz,  head  of 
Citibank’s  advanced 
technology  group. 


Consolidation 


But  over  the  last  two  years. 
Citibank  has  taken  dramatic 
steps  to  consolidate  and 
standardise  its  global 
technology  operations, 
inducting  an  $S89m 
restructuring  charge  in  1997. 
A subsequent  $900m  charge 
in  December  dealt  with 
merger-related  costs, 
including  those  involved  in 
consofldabng  call  centres, 
back  office  functions  and 
trading  platforms. 

At  the  sane  time,  however, 
it  has  begun  to  outsource 
many  of  its  technology 
functions,  striking  an 
eye-catching  series  of  deals 
and  partnerships  with  a wide 
range  of  outside  technology 


groups  and  suppliers. 

Until  October  1997,  Citibank 
used  even  to  make  its  own 
automated  teller  machetes, 
but  it  has  now  contracted  with 
NCR  to  make  and  support 
ATMs.  Last  year,  the  bank 
signed  a deal  valued  at 
S750m  over  five  years  to 
consolidate  the  11  separate 
data  networks  it  used  into  one 
network  owned  and  managed 
by  AT&T.  It  has  also  bought 
Into  Transpoint,  foe  electronic 
Mi  presentment  and  payment 
service  originally  set  up  under 
the  name  MSFDC  by 
Microsoft  and  First  Data  Corp. 

Citi  is  also  one  of  a group 
of  eight  international  banks 
that  last  year  set  up  a “global 
trust  enterprise"  to  offer 
authentication  services  to 
businesses  involved  in 
e-commerce. 


Citi  has  also  been  spreaefing 
its  name  over  the  world  wide 
web,  signing  up  as  exclusive 
sponsor  of  Netscape 
Netcenter's  personal  finance 
channel,  which  Is  expected  to 
become  one  of  the  biggest 
Internet  portals  for  financial 
services.  "We  have  teamed  to 
work  and  play  better  with 
others.  We  also  recognise  that 
from  time  to  time  today's  * 
partner  win  become 
tomorrow's  competitor.  We 
have  to  become  comfortable 
with  that,"  Mr  Horowitz  says. 

From  1997.  Citibank  started 
to  embrace  the  Internet  It  has 


now  adopted  the  Internet  for 
almost  all  of  its  consumer 
banking  and  some  of  its 
corporate  banking 
applications.  A series  of 
products  is  expected  to  be 
rafled  out  over  the  next  year. 

The  bank  has  tried, 
however,  to  avoid  betting 
everything  on  a particular 
technology.  "We  don't  like  to 
fight  these  technology 
religious  ware,'  says  Liz 
Kaufman,  Citibank's  senior 
technology  officer. 

Ms  Kaufman  describes  her 
job  as  looking  after  the  bank's 
legacy  IT  environment,  while 
Mr  Horowitz  takes  care  of 
advanced  technologies. 

So  many  resources  have 
been  devoted  over  the  last 
two  years  to  the  yea-  2000  - 
estimated  to  cost  foe  bank 
around  $600m  from  1996  to 
1999  - and  to  European 
monetary  union,  that  Citi 
decided  to  split  off  Mr 
Horoyvitz’s  group  under  the 
name  e-Citi.  The  aim  was  to 
ensure  that  in  its 
determination  to  survive  the 
millennium  computer  "bomb", 
the  bank  did  not  k»e  sight  of 
the  need  to  drive  on  with  the 
introduction  of  new 
technologies. 

. That  is  a process  that  Mr 
Horowitz  regards  as  only  just 
beginning.  He  points  out  that 
with  just  about  any  car  today, 
you  can  efimb  in,  turn  the  key 
and  drive  off,  without  thinking 
about  the  separate  operations 
needed  to  get  It  going. 
Similarty,  you  simply  turn  on  a 
television  and  watch. 

“Right  now,  the  computer 
environment,  the  Internet 
environment  is  not  instant 
'on'.  You've  got  to  boot  up. 
did  In,  and  all  these  things 
take  time  for  people  who  are 
used  to  instant-on,"  he  says. 

Internet  banking  has  a long 
way  to  go  before  it  reaches 
the  level  which  Mr  Horowitz 
describes  as  “the  equivalent 
of  'add  water  and  stir'." 


George  Graham 


FOCUS  ON  A COMPUTERISED  STOCK  MARKET 

NASDAQ 


Digital  exchange  with 
worldwide  ambitions 


Cheaper  trading  costs  through  increased  use  of  the  Internet  will 
help  propel  the  globalisation  of  securities  investment 


On  the  industrial  estate  of  a 
small  town  amidst  the  forests 
of  Connecticut  sits  one  of  the 
most  resilient  computer 
systems  in  the  world.  The 
place  is  TrnmbuD,  FT  nerve 
centre  of  the  Nasdaq  stock 
market 

Wall  Street  is  over  two 
hours  away.  Instead  of  the 
noisy  bustle  of  a trading  floor, 
there  is  only  the  hum  of  the 
climate  control.  And  yet 
through  this  data  centre 
passes  up  to  40  per  cent  of 
American  securities  trades, 
worth  billions  of  doOara  a day. 
As  such  it  is  a symbol  of  a 
revolution  to  financial  markets, 
the  arrival  of  the  electronic 
exchange 

Nasdaq  was  founded  in 
1971  and  - after  a slow  start 
- has  grown  dramatically.  It  Is 
now  Involved  in  talks  with  the 
doyen  of  European  electronic 
exchanges,  Deutsche  Bdrae, 
believing  the  time  Is  right  for 
the  start  of  expansion  into 
Europe. 

The  globalisation  of  markets 
is  the  obvious  reason  for  this 
transatlantic  contact  Also 
important  is  the  greater 
attention  being  paid  to 
equities  in  Europe  as  a result 
of  the  crista  In  state  pension 
systems  and  low  returns  on 
traditional  fixed  Income 
savings. 

The  two  exchanges  last 
year  set  up  a working  group 
to  explore  common  business 


opportunities  as  part  of  a 
strategy  of  co-operation. 

The  venture  also  brings  in 
experts  from  the  American 
Stock  Exchange,  with  which 
Nasdaq  recently  completed  a 
merger.  The  aim  is  to  create 
an  integrated  offering  to 
dealers,  combining  not  only 
the  attractions  of  Increased 
choice,  but  also  those  of 
different  trading  platforms  - 
inducting  order-driven, 
quote-driven  and  hybrid 
systems  from  a common  front 
end  - as  weS  as  the 
geographical  advantages  of 
being  able  to  route  trades 
through  one  market  when  foe 
other  Is  closed. 

“It  Is  about  trying  to 
connect  dealers  and  investors 
around  the  world  through  a 
common  network  of 
oomputers,”  explains  Charles 
Balfour,  managing  director  of 
Nasdaq  International. 


Threat  denied 


Inevitably,  this  is  perceived  by 
many  market  participants  as 
another  threat  to  the 
dominance  in  Europe  of 
London,  though  that  is  denied 
by  Mr  Balfour. 

“London  Is  linking  with 
Deutsche  Bdrse.  too,  and  their 
talks  continue 
saTuitaneousty."  he  says. 
Indeed,  during  1999,  London 
and  Frankfurt  aim  to  wok 
towards  the  establishment  of 


a joint  operation,  which  would 
include  the  provision  of  a 
common  front-end  for  the  two 
electronic  trading  platforms  - 
London's  Sets  and  Germany's 
Xetra. 

Beyond  2000,  a single 
trading  platform  with 
harmonised  rules,  fees  and 
settlement  process  Is  planned. 
However,  foe  relationship 
between  foe  players  is  one  of 
so-called  “co-opetitlon"  and 
so  it  is  reasonable  to  ask  why 
Nasdaq  has  not  begun  talks 
with  London. 

“Gavin  Casey  [the  London 
Stock  Exchange's  chief 
executive]  has  fun  knowledge 
of  the  Nasdaq  and  Deutsche 
Bflrse  discussion,’  says  Mr 
Balfour.  “Similar  talks  with 
London  will  hopefully  follow, 
too.” 

Significantly,  perhaps,  Mr 
Balfour  goes  on  to  explain 
that  the  reason  London  is  not 
yet  in  the  loop  is  because  It 
has  been  preoccupied  with 
foe  implementation  of  Sets. 
Frankfurt  has  had  an 
electronic  platform  for  more 
than  seven  years. 

Aside  from  the  current  talks, 
however,  Nasdaq's 
involvement  in  the  European 
financial  community  is  already 
deep.  European  companies 
raised  $8 .5  bn  on  Nasdaq  in 
the  second  quarter  of  1998 
and  made  117  InitiaJ  public 
offerings.  Nasdeq  is  also  In 
the  middle  of  a full  scale 


charm  offensive  in  Europe, 
aimed  at  European  fund 
managers  and  private 
investors. 

The  exchange's  ambitious 
plan  is  to  bring  the 
convenience  of  a web-based 
information  and  trading 
system  to  private  investors. 
Online  accounts  have  tripled 
in  two  years,  accounting  for 
20  per  cent  of  all  Nasdaq 
stock. 

By  2002,  the  exchange 
believes  that  50  per  oerrt  of  ail 
trades- will  take  place  on  foe 
web.  The  fundamental  driver 
here  is  the  cost  of  an  Internet 
trade  which  is  a tenth  of  the 
price  charged  by  a broker. 

“This  goes  to  the  heart  of 
what  we  are  doing.  If  you  do 
not  provide  low  cost,  fair  and 
transparent  markets  for 
investors  they  will  go 
elsewhere,"  Mr  Balfour 
explains.  While  this  trend  is 
undoubtedly  being  led  from 
America  at  present.  It  will  also 
inevitably  gather  pace  across 
Europe. 

“There  is  a groundswefl 
rising  among  younger,  upper 
middle  class  consumers 
looking  for  a better  way  to 
invest  and  manage  their 
assets,"  says  Bill  Doyle, 
director  of  money  and 
technology  strategies  at 
Forrester  Research. 

“These  consumers  have 
enough  Income  to  make 
money  management  a serious 
issue,  but  they  lack  the  assets 
to  attract  the  attention  of 
many  full-service  companies. 
Because  they  are 
computer-4rtendty,  they  are 
increasingly  turning  to  .the 
Internet  to  explore  their 
options." 

Nasdaq  will  be  extending  Its 
links  with  other  European 
exchanges  in  the  next  few 
months  and  the  launch  of  the 
etwo  can  only  help  its  case. 
Whatever  the  fears  of  global 
economic  downturns,  this 
exchange  at  least  remains 
bullish. 
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Mart.  Vernon 


STRATEGIST’S  VIEWPOINT:  ANNE  LEER 


Companies  are  nervous  in  the  ‘global  grid  of  chaos’ 


For  every  business  using  the  Web  to  win  customers,  there  are  many 
others  which  have  yet  to  grasp  its  real  significance  and  huge  potential, 
says  Anne  Leer,  who  is  interviewed  here  by  Mark  Vernon 


Anne  Leer  has  a refreshingly 
dr-wn-lircarth  view  of  tbe  future 
which  she  has  made  it  her  busi- 
ness to  try  and  predict. 

Eschewing  the  starry-eyed  atti- 
tude held  by  many  futurists,  she 

believes  business  is  still  far  from 

grasping  U'chnology’s  real  poten- 
tial ;utd  is  too  prone  lo  jumping 
on  the  latest  IT  bandwagon. 

Take  the  world  wide  web,  for 
LLvamplo.  Is  it  primarily  a com- 
mercial tool  or  just  a way  of  com- 
municating? If  the  answer  is  the 
former,  then  the  web  is  a control- 
lable entity  subject  to  established 
regulatory  regimes,  traditional 
market  structures  and  familiar 
business  strategies. 

But  if  the  web  is  far  more 
loosely  defined,  no  more  Inher- 
ently commercial  than,  say,  a 
piece  of  paper,  then  the  conse- 
quences are  completely  different 
Ms  Leer  s point  is  that  businesses 
assume  it  is  the  former  when 
actually  it  is  the  latter.  It  is  a 
"global  grid  of  chaos"  as  one  of 
the  contributors  to  her  new  book 
- Masters  of  ike  Wired  Wmid  - 
calls  iL 

“This  is  why  Amazon.com  has 
done  so  well.  It  has  harnessed  the 


magic  of  the  web,  leveraging 
communication  to  sell  books," 
says  Ms  Leer,  who  is  strategy 
planner  at  Britain's  Oxford  Uni- 
versity’ Press. 

Only  as  a by-product  is  Ama- 
zon.com  reforming  commerce. 
Those  grappling  for  control  of  the 
web  today  are  generally  going 
about  it  in  entirely  the  wrong 
way.  she  believes.  So  far.  it  has 
been  the  telecom  operators  that 
have  invested  most  heavily  In  the 
global  information  infrastructure 
of  which  the  Web  Is  currently  the 
most  significant  part 

But  their  pricing  models  and 
means  of  service  delivery  need  to 
be  radically  transformed  if  they 
are  not  to  lose  out.  Already,  time 
is  short,  as  the  new  "gate- 
keepers", as  Ms  Leer  calls  them, 
move  in  - namely,  the  software 
developers  and  content  providers 
who  understand  far  better  what 
investments  to  make  and  how  to 
generate  returns  from  them. 

Although  there  is  a struggle 
between  the  two  camps,  the 
nature  of  the  web  has  already 
determined  the  winner.  One  of 
the  constant  calls  of  Ms  Leer  - a 
specialist  In  Intellectual  property. 


media  and  global  business  issues 
- is  for  politicians  and  legislators 
to  realise  this. 

In  her  new  book,  she  attempts 
to  moke  sense  of  “the  fast-chang- 
ing chaotic  world"  in  which  com- 
panies. consumers  and  politicians 
are  subject  to  a bewildering  array 
of  new  trends  and  technologies. 
The  book  is  a compilation  of 
articles  on  the  information  age 
from  contributors  as  diverse  as 
Arthur  C.  Clarke,  the  science  fic- 
tion writer,  and  Charles  Bandy, 
the  management  guru. 

Ms  Leer  is  certainly  not  one  of 
those  gung-ho  IT  futurists  who 
are  unreservedly  expansionist  in 
their  claims  for  the  transforming 
power  of  the  computer.  She 
understands  that  it  is  people  not 
gadgets  that  change  and  so  lie  at 
the  heart  of  revolutions. 

It  is  dear,  for  example,  that  the 
two  drivers  in  tbe  wired  world 
are  technology  and  globalisation. 
The  technology  fa  the  digital  net- 
works which  span  the  globe, 
allowing  data  to  move  effort- 
lessly between  economic  and 
political  2ones.  Globalisation  fa 
behind  the  dramatic  social  forces 
which  are  altering  the  way 


Anne  Leer  no  gung-ho  futurist 


people  live  their  lives. 

Yet  businesses  have  failed  to 
realise  that  what  counts  Is  nei- 
ther technology  nor  globalisa- 
tion, but  consumer  behaviour. 
There  is  a discrepancy  between 
what  rr  can  do  and  what  people 
do  with  it  Blindness  to  that,  is 
commercial  folly. 

“The  problem  Is  that  commerce 
gets  seduced  by  technology, 
scrambles  madly  onto  the  IT 
wave,  but  then  finds  it  tremen- 


dously hard  to  stay  afloat,"  Ms 
Leer  says.  "That  is  why  there  are 
so  few  really  good  commercial 
web  sites.  Most  have  gone  online 
amply  out  of  fear.” 

This  moves  Ms  Leer  onto  a fur- 
ther area  of  differentiation.  The 
received  wisdom  fa  that  digital 
business  cannot  be  carried  out 
alone.  We  live  in  an  age  In  which 
tbe  boundaries  between  compa- 
nies are  collapsing  and  the  sup- 
ply chain  is  becoming  more  inte- 


grated. enabled  by  such  technol- 
ogy as  intranets  and  electronic 
data  interchange. 

When  it  comes  to  developing 
new  channels  over  the  Internet, 
companies  have  heard  that  short 
times  to  market  are  critical  and 
so  have  accepted  that  forming 
partnerships  might  be  the  only 
way  to  go. 

But  while  all  this  is  true,  Ms 
Leer  warns  of  the  danger  of  los- 
ing control  of  vital  operations 
through  outsourcing.  "Compa- 
nies must  understand  what  fa 
mission  critical,  though  typically 
in  the  knowledge-based  situation, 
this  is  hard  to  do.  People  matro 
mistakes  about  what  can  and 
cannot  be  automated.'’ 

Consider  the  trend  for  imple- 
menting enterprise  resource  plan- 
ning software,  championed  very 
successfully  by  SAP  of  Germany. 

*““*  work5  very  well  when  tbe 
processes  fit  There  is,  for  mam. 

really  only  one  way  to  make 
a bottle  of  Coke. 

“But  when  the  situation  is 

more. complicated,  as  it  usually 

If  knowledge  itself  fa  the  core 
your  business,  then  banding  it  to 

"Sf?  wh°  does  notwider- 

stand  it  means  you  are  dead." 

The  trend  towards  outsourcing 
Perhaps  the  bi©SS 
issue  for  business  moving  into 


the  wired  world,  an  issue  not  dis- 
similar to  the  rush  in  the  I380s  tcTV: 
bring  in  management  consul;  ri’ 
tants.  “Business  people  are  nei>Y 
vous.  They  are  overwhelmed,  v 
They  are  exhausted.  There  is  no  • 
sense  of  control,  in  this  situation, 
expertise  fa  easy  to  sell,"  Ms  Leer 
says,  with  the  implication  that 
some  will  be  misled. 

Arthur  C.  Clarke  provides  an 
illuminating  metaphor  in  Ms 
L*er  s book.  He  explains  how 
many  people’s  approach  to  the 
internet  can  be  likened  to  a man 
who  fries  to  quench  his  thirst  by 
opening  his  mouth  underneath 
the  Niagara  Falls.  They  need 
information  but  get  drowned  in 
the  process. 

Msny  companies  have  concen- 
trated so  much  on  gathering 
Information  in  the  last  few  years 
that  they  have  had  precious  little 
time  to  analyse  it  But  the  real 
effort  should  be  focused  on  sus- 
taining the  decision-making  pro-  S- 
«ss.  even  as  the  hierarchical  jm 
frameworks  within  which  tt  has  T; 
wen  set  collapse  all  around. 

This  partly  explains  why  so 
many  small  companies  have  been 

so  successful  on  the  web  - and 

why  they  are  now  spending  so 
much  time  maintaining  their 
entrepreneurial  spirit.  In  this 
way.  they  are  preparing  for  the 
future. 
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FT-IT  REVIEW  5 THE  SHAPE  OF  THINGS  TO  COME 


FINANCIAL  MARKETS  by  Andrew  Fisher 


Exchanges  set  for  a 
global  shake-out 


Mhough  changes  in  traditional  financial  markets  are  happening 
faster  than  most  people  expected,  there  is  still  plenty  of 
resistance  to  be  overcome.  Fully  online  markets  with  no  human 
intervention  are  still  a few  years  off 


The  wilting  is  on  the  wall 
for  many  of  the  world's 
stock  exchanges  and  it  is 
technology  that  will  largely 
decide  their  fate. 

The  markets  of  the  early 
2ist  century  will  be  domi- 
nated by  powerful  computer 
systems  and  driven  by  the 
needs  of  demanding  and 
cost-conscious  investors.  The 
Internet  is  also  opening  up 
new  avenues  of  trading 
opportunity. 

Thus,  the  traditional  role 
of  exchanges  will  change 
dramatically  and  many 
smaller  ones  will  disappear. 
This  explains  the  spate  of 
alliances,  partnerships  and 
co-operation  agreements 
being  forged  between  mar- 
kets keen  to  harness  the 
potential  of  information 
technology  to  their  advan- 
tage. 

Some  exchanges,  such  as 
Nasdaq  in  the  US  and  Deut- 
sche BOrse  In  Germany’s 
financial  capital  of  Frank- 
furt. have  long  put  IT  at  the 
heart  of  their  strategy.  Oth- 
ers are  catching  up,  while 
smaller  ones  are  being  pul- 
led along  in  the  wake  of  the 
leading  players. 

Big  hanks  and  institutions 
have  invested  heavily  in  IT 
systems  to  speed  up  trading 
and  administration  and  they 
are  putting  pressure  on 
exchanges  to  become  more 
streamlined  and  efficient 
With  the  globalisation  of 
business,  investors  want  the 
capability  to  trade  rapidly 
across  time  zones,  currencies 
and  types  of  security. 

In  Europe,  with  its  host  of 
big  and  small  securities 
exchanges,  the  euro's  arrival 
will  inevitably  cause  a sharp 
concentration.  Frankfurt 
and  London  have  formed' an 
alliance,  with  other  Euro- 
pean bourses  such  as  Paris 
Joining  the  rifK/mocrm-tK 

Nasdaq,  the  electronic  US 


^change  (see  report  on  fac- 
ing page),  where  such  IT 
giants  as  Microsoft  and  Intel 
are  quoted,  is  also  talking  to 
Deutsche  Bflrse,  as  well  as  to 
Bong  Kong  mu  other  Asian 
exchanges. 

But  some  of  the  most 
exciting  developments 
involving  the  role  of  FT  origi- 
nate from  outside  the 
exchanges.  Technology  is 
propelling  events  along  at  a 
pace  that  must  seem  alarm- 
ing to  those  steeped  in  the 
traditions  of  floor  trading 
and  open  outcry. 

If  there  is  a better,  faster, 


‘Markets  are 
highly 

complicated  and 
emotional.  You 
can’t  have 
everything  done 
by  computer1 


cheaper  way  to  do  some- 
thing, then  someone  will 
take  advantage  of  it  and  the 
rest  of  the  world  wOl  have  to 
compete,”  Bill  Lupien,  the 
man  behind  the  revolution- 
ary OptiMark  trading  tech- 
nology, said  in  a speech  in 
Toronto. 

“I  would  hope  that  as  this 
world  moves  more  and  more 
towards  global  capitalism, 
the  disciplines  of  that  sys- 
tem will  produce  better  mar- 
kets and  more  innovation." 

OptiMark,  conceived  on 
Mr  Lupien’s  ranch  in  Colo- 
rado, is  aimed  at  taking  the 
uncertainty  out  of  securities 
trading  through  the  use  of 
IT.  Using  an  IBM  super- 
computer and  unique  fuzzy 
logic  algorithms,  OptiMark 


enables  large  investors  to 
place  and  execute  orders 
anonymously,  without  the 
market  getting  wind  of  their 
intentions. 

By  eliminating  “market 
impact"  - whereby  know- 
ledge of  a big  impending 
trade  moves  the  price  before 
its  execution  - the  system  is 
designed  to  increase  market 
liquidity  as  well  as  enable 
investors  to  express  a range 
of  price  preferences  at  which 
they  would  be  ready  to  buy 
or  selL 

J eff  Max,  a senior 
vice-president  at  OptiMark, 
calls  it  “the  first  market 
structure  that  guarantees 
participants  an  optimised 
outcome  of  their  trading 
interests”.  Nasdaq,  the 
Pacific  Stock  Exchange  in 
California  and  Japan's 
Osaka  exchange  all  plan  to 
link  up  with  OptiMark, 
which  he  says  has  aroused 
strong  interest  among  insti- 
tutions. 

Mr  Lupien,  a former 
Pacific  Stock  Exchange 
trader  who  later  headed  the 
Instinet  electronic  trading 
network  (now  owned  by  Reu- 
ters), had  the  idea  behind 
OptiMark  before  the  technol- 
ogy was  ready.  Without  the 
supercomputer's  ability  to 
perform  billions  of  calcula- 
tions in  less  than  L5  seconds 
to  match  buyers'  and  sellers’ 
order  profiles  and  prefer- 
ences, the  system  could  not 
function. 

But  it  is  not  the  technol- 
ogy alone  that  is  driving 
markets  forward  into  a new 
predominantly  electronic 
era.  Also  influential  are  the 
growing  volume  of  global 
securities  dealings,  the 
increased  emphasis  an  equi- 
ties to  help  ftitnre  pensions 
performance  as  state 
systems  founder  and  the 
desire  of  individuals  to  take 
more  control  over  tb^r  Own 


finances.  “Over  the  last  10 
years,”  notes  Mr  Max,  “the 
quantity  of  funds  under 
-management  has  skyrock- 
eted In  the  US  and  Europe. 
The  kind  of  liquidity  and 
trading  opportunity  sought 
can't  be  delivered  by  tradi- 
tional market  mechanisms." 

The  needs  of  big  funds  and 
institutions  are  thus  para- 
mount in  determining  the 
future  of  exchanges.  But  the 
voice  of  retail  investors  is 
also  becoming  louder. 

“One  of  the  big  thing*  hap- 
pening is  more  customer 
focus  - retail  and  institu- 
tional,” says  Pat  Tslen,  part- 
ner in  charge  of  financial 
markets  strategy  at  Ander- 
sen Consulting.  “In  the  US, 
as  well  as  in  Europe  and 
globally,  customers  will 


Tctohnologfcaily  sophisticated:  the  Chicago  Board  of  Trade.  The  floor  covers  92,000  square  foot, 
making  It  the  world's  largest  future  and  options  trading  facOty 


have  a much  greater  control 
over  their  own  savings.” 

She  believes  markets  will 
still  be  at  the  core  of  the  new 
financial  network.  “I  see 
financial  markets  decompos- 
ing into  a set  of  ‘superwin- 


ners', but  relatively  few  in 
number.  The  rest  will  be 
redefined  into  a set  of  “value 
networks’." 

These  “multi-party,  multi- 
directional" networks  will  be 
highly  flexible,  often  highly 


specialised,  and  open  to  a 
variety  of  business  and  tech- 
nology interests  such  as  bro- 
kers, institutions  and  IT 
systems  integrators. 

Although  Ms  Tsien 
believes  that  changes  in 


financial  markets  are  hap- 
pening faster  than  most 
people  expected,  there  is  still 
plenty  of  resistance  to  be 
overcome.  "There  is  so  much 
history  and  tradition 
involved  that  things  will  not 
change  overnight,"  says 
Hans  Christian  Iversen,  a 
partner  in  the  strategy  divi- 
sion of  Braxton  Associates, 
part  of  Deloitte  & Touche 
Consulting. 

There  are  also  regulatory 
aspects  to  be  considered, 
since  governments  and 
exchanges  win  still  have  a 
role  to  play  in  protecting 
investors  and  setting  stan- 
dards for  issuers  of  securi- 
ties. Mr  Iversen  thinks  legis- 
lation is  likely  to  lag  behind 
the  rapid  evolution  of  mar- 
kets. 

IT  and  investment  bank- 
ing experts  also  paint  out 
that  it  is  one  thing  to  inte- 
grate trading  mechanisms, 
but  quite  another  to  put 
together  complex  settlement 
systems.  Fully  online  mar, 
kets  with  no  human  inter- 
vention ore  thus  still  a few 
years  off.  "Markets  are 
highly  complicated  and  emo- 
tional," says  one  London 
investment  banker.  “You 
can’t  have  everything  done 
by  computer.” 


CASE  STUDY 

ELECTRONIC  TRADING  IN  CHICAGO 

Older  birds  can  still  fly 


With  practice,  floor-based  traders  can 
make  the  leap  to  computerised  systems 


The  shift  from  floor-based  . 
tratflng  to  computerised 
systems  may  be  proving 
rough  for  some  old-time 
traders.  But  for  others,  it  has 
thrown  up  opportunities. 

Take  Tony  Saliba.  A 
long-time.  Chicago-based 
options  trader,  now  In  his  40s, 
he  first  made  money  trading 
at  the  Chicago  Board  Options 
Exchange  in  the  early  1980s 
when  business  was  bustling. 
But  when  the  options  activity 
dried  up  in  the  wake  of  the 
1 B87  stockmarket  crash,  Mr 
Saliba  branched  out  - first, 
into  training  and  the 
development  of  simulation 
models,  and  toSrnnto 


trading-related  software  and 
products.  Today,  Mr  Sailba's 
business,  housed  In  an  office 
tower  equkfistarrt  between  the 
three  big  Chicago  derivatives 
exchanges,  is  split  between 
these  three  elements.  There 
remains  a CBOE-based 
options  trading  operation, 
which  acts  as  speciafist 
market-maker  in  about  two 
dozen  different  issues. 

But  a second  leg  of  the 
business  Is  training.  Mr  Saliba 
admits  that  much  of  the 
business  is  still  optionsrbased 
- although  clients  are  both 
domestic  and  overseas  - but 
also  says  that  a growing 
number  of  “locals"  ■ 


(Independent  traders)  at  the 
two  big  Chicago  futures 
markets  have  also  shown  an 
interest  in  getting  to  grips  with 
screen-based  systems. 

“I  hate  to  say  this,  but  the 
older  the  bird,  the  more  - 
difficult  it  is  to  teach  it  to  fly," 
he  comments,  suggesting  that 
there  is  natural  age-based 
division  between  those 
would-be  tradere  who  have 
grown  up  with  computers,  and 
those  for  whom  clicking  with  a 
mouse  is  not  an  instinctive 
reaction. 

There  is  also  an  imaginative 
leap  to  be  made,  he  adds. 
Many  experienced  traders,  he 
finds,  tend  to  think  of 
floor-based  behaviour  and  try 
to  translate  this  to  an 
electronic  environment  — 
without  appreciating  that  the 


Tony  Saliba:  There  m also  an 
imaginative  leap  to  be  made' 

techniques  required  to  trade 
in  a screen-based  market  are 
-different  Still,  he  adds, 
encouragingly:  'Even  older 
guys,  in  their  40s  or  so,  can 
I earn  with  enough  practice". 

The  final  element  is  a 
software  development  arm.  At 
present,  this  is  focused 
primarily  on  products  which 
would  help  automate  the  flow 
of  orders  to  the  traditional  pits 
- a handheld  terminal 
designed  for  options  traders, 


and  another  “Deckmaster" 
order-rout eing  system, 
targeted  at  linking  desks  to 
the  futures  pits  where  IT  is 
belatedly  making  Inroads,  and 
developed  in  conjunction  with 
outside  partners. 

Mr  Saliba  has  Uttie  doubt 
that  markets  are  heading  into 
a much  more  technologically 
sophisticated  future,  and  that 
competition  from  electronic 
rivals  can  only  intensify. 

CBOE,  which  Is  already 
heavily  automated  in  terms  of 
order  inflow,  (although 
execution  is  still  done  through 
open  outcry),  is  probably 
better  pieced  to  withstand  the 
onslaught.  The  futures 
markets  have  a much  greater 
degree  of  risk.  If  I could  try  to 
make  the  comparison,  the 
futures  exchanges  are  weak  in 
order-routeing,  weak  in 
paper-bancfling  and 
transparency  is  difficult" 

"On  toe  other  end.  In 
competing  with  CBOE. 
(electronic  exchanges]  are 
going  to  bring  cost-savings  of 
30  per  cent  or  thereabouts, 
which  is  not  earth-shattering  - 
and  t think  CBOE  can 
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FT-IT  REVIEW  6 THE  SHAPE  OF  THINGS  TO  COME 


ONLINE  INTEGRITY  by  Tom  Foremski 


Aiming  for  higher  J 
of  Internet  security 


Mathematicians  at  IBM  claim  to  have 
developed  a security  technology  that 
makes  Internet  transactions  immune  from 
the  strongest  hacker  attacks 


As  companies  rely 

increasingly  on  the  Internet 
for  linking  remote  users  and 
offices  - and  for  conducting 
electronic  commerce  - the 
security  of  their  internal  net- 
works becomes  a key  issue. 

Companies  must  not  only 
ensure  that  outsiders  are 
unable  to  launch  attacks  on 
their  networks  but  also  pro- 
tect the  security  of  e-com- 
merce transactions.  Mean- 
while, large  numbers  of 
Internet  users  are  still  reluc- 
tant to  make  online  pur- 
chases because  of  the  fear 
that  credit  card  numbers 
could  be  intercepted  by  crim- 
inals. 

Furthermore,  IT  managers 
are  also  reluctant  to  bund 
Internet-based  mission  criti- 
cal systems  because  of  secu- 
rity concerns.  This  is  the 
main  factor  that  prevents 
larger  companies  taking  fell 
advantage  of  the  Internet, 
according  to  a recent  survey 
of  200  IT  managers  at  For- 
tune 1,000  companies  by 
International  Data  Corpora- 
tion, the  US  market  research 
company. 

.Therefore,  with  potential 
returns  on  investment  of 
about  400  per  cent  in  bond- 
ing Internet-based  applica- 
tions, companies  are  failing 
to  make  substantial  cost- 
savings  compared  with  their 
current  proprietary  network- 
based  operations. 

- Fortunately,  however, 
there  are  many  software 
products  available  that  use 
powerful  encryption  technol- 
ogies and  network  Intrusion 
detection  techniques  to  pro- 
vide good  levels  of  security. 
IT  system  software,  such  as 
Unis  and  Microsoft  Windows 
NT,  already  has  significant 
levels  of  security  technology 
built-in.  The  problem,  how- 
ever, is  that  security  is  a 
constant  issue  and  requires 
vigilance  and  updating  on  a 
regular  basis. 

“A  lot  depends  on  the  user 


and  how  the  system  Is  set  up 
and  administered,’'  says 
David  Strom,  a US  computer 
security  expert  “If  you  use 
default  passwords  and  other 
common  settings,  you  are 
asking  for  trouble.”  Users 
have  to  be  aware  of  “secu- 
rity holes”  that  are  discov- 
ered on  a regular  basis  and 
install  the  patches  provided 
by  the  vendors,  he  says. 

It  is  also  important  to 
emphasise  that  “there  Is  no 
such  thing  as  a perfect  secu- 
rity system",  says  John  Vra- 
nesevich.  a US  security 
expert  and  founder  of  the 
web  site  Anti  Online,  corn 
which  educates  users  about 
security  issues.  “It's  impossi- 
ble to  put  out  a fully  secure 
product  There  will  always 
be  ways  found  to  circumvent 
security.  If  you  become  com- 
placent, that's  a warning 


tions.  It  recommends  that 
anti-virus  software  updates 
be  made  every  month 
instead  of  every  three 
months. 

Network  Associates,  the 
largest  security  software 
company,  claims  it  has 
developed  what  it  calls  a rev- 
olutionary approach  to 
countering  computer 
viruses.  Its  Autoimmune 
technology  will  allow  compa- 
nies to  automatically  detect, 
remove  and  create  a cure  for 
unknown  viruses  that  infil- 
trate corporate  networks. 

Autoimmune  is  similar  to 


ing  data  through  other  parts 
of  the  network,  but  it  also 
allows  hackers  to  hide  the 
origin  of  their  attacks. 

The  US  Department  of 
Defense  last  year  awarded 
Network  Associates  two 
large  contracts  to  develop 
critical  standards  for  intru- 
sion-detection technology 
which  may  allow  hackers  to 
betracked. 

Protecting  -e-commerce 
transactions  Is  a key  issue 
and  companies  are  very  keen 
to  assure  potential  custom- 
ers that  the  Internet  Is  a safe 
place  to  make  purchases. 


an  anti-virus  technology  Therefore,  many  computer 


developed  by  IBM  and 
licensed  to  Network  Associ- 
ates* rival,  Symantec.  The 
system  uses  an  automated 
approach  that  constantly 
monitors  networks  and  spots 
suspicious  activities,  identi- 
fying viruses  and  preventing 
their  spread.  “Our  goal  is  to 
virtually  eliminate  the  dam- 
age done  by  virus  outbreaks 
in  large  corporations,”  says 
Gene  Hodges,  vice  president 


companies  are  rushing  to 
develop  increasingly  power- 
ful security  systems  for  such 
applications. 

IBM,  for  example,  cfaimn 
to  have  developed  a security 
technology  that  makes  Inter- 
net transactions  immune 
from  the  strongest  hacker 
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Tracking  down  hacker  attacks  on  the  Internet  is  almost  ntpoasMe.  Above,  anfifing  computer  backers  'Mudge1,  left,  and  Weld  Pond* 
testified  on  Capital  TUI  before  the  US  Senate  Governmental  Affairs  CoueiiiUee  on  computer  hacking,  last  year.  Witnesses  who  <fld  not 
give  thefr  real  names  ctahnad  that  ‘computer  aecurfly  wea  ad  tax,  that  the  entire  Internet  co>id  be  rfiaabled.  In  a haW-hoie*.  * *w> 


ogy,  using  a variation  on  the 
public-key  encryption  sys- 
tem called  the  Cramer&unip 
cryptosystem. 

“This  system  delivers  a 
new  level  of  integrity  tor 


attacks.  The  technology  was  . Internet . communications, . 
developed  by  mathemati-  and  is  particularly  suited  for 


mans  at  IBM  with  the  Swiss 
Federal  Institute  of  Technol- 


stgn  that  you  are  not  doing  of  marketing  at  Network 
enough  to  ensure  the  secu-  Associates. 


e-commerce  applications 
such  as  cyber  :auctfons. 


credit  card  purchases,  and 
protecting  private  informa- 
tion," says  Jeff  Jaffe,  general 
manager  for  IBM's  security 
products  and -services. 

“Businesses  and  consum- 
ers can  have  greater  confi- 
dence in  Internet  transac- 
tions, because  we’ve 
effectively  dosed  down  the 


only  way  around  a crypto- 
system’s . main  line  of 
defence.” 

In  Fhn  us,  iVia  main  issue 
is  not  the  technology,  but. 
strict  government  controls 
that  prevent  the  export  of 
powerful  encryption  technol- 


rity  of  your  systems,”  he 
says. 

Two  main  threats  to  net- 
works are  computer  viruses 
that  spread  through  the 
Internet  and  attacks  by 
hackers  who  enjoy  the  chal- 
lenge of  breaking  into  web 
sites  and  Internal  networks. 
New  types  of  computer 
viruses  are  constantly  chal- 
lenging established  anti-vi- 
rus products. 

Based  on  a survey  of  300 
US  corporations  and  US  gov- 
ernment institutions,  the 
International  Computer 
Security  Association  (ICS A) 
claims  there  were  48  per  cent 
more  computer  virus-in- 
fected computers  in  1998 
than  in  the  previous  year. 

Many  viruses  are  distrib- 
uted as  attachments  to 
e-mail  documents,  so  the  rise 
of  the  Internet  Is  .making 
virus  attacks  more  likely. 
The  1CSA  notes  that  while 
many  PCs  have  anti-virus 
software  applications,  they 
are  often  out-of-date  and 
unable  to  prevent  new  infec- 


Informatton  and  communication  technologies 

World  market  1997 


Hacker  attacks  on  com- 
pany networks  are  also 
becoming  more  common.  In 
early  1998,  the  Pentagon  suf- 
fered from  wbat  It  called  an 
internationally  coordinated 
series  of  attacks  on  its  net 
works. 

Hackers  claimed  to  have 
accessed  sensitive  military 
documents,  a claim  refuted 
by  the  Pentagon,  but  it  did 
lead  to  a big  initiative  aimed 
at  developing  new  types  of 
security  technologies.  The 
Pentagon  plans  to  spend 
more  than  Slbn  annually  for 
the  next  few  years,  develop- 
ing and  installing  security 
for  its  classified  and  non- 
classified  computer  sites. 

The  problem  with  hacker 
attacks  over  the  Internet 'is 
that  it  is  almost  impossible 
to  pinpoint  who  Is  responsi- 
ble. The  structure  of  the 
Internet  consists 'of  huge 
numbers  of  connected  serv- 
ers and  networks.  This  gives 
the  Internet  an  inherent  abil- 
ity to  avoid  massive  failures 
in  one  part,  simply  by  rout- 
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COMPUTER  RESEARCH  by  Mark  Vernon 


The  spirit  of  Silicon  Valley 
becomes  more  pervasive 

By  2005,  voice  recognition  technology  may  supplant  keyboards  for  data  entry  and  controlling  machines 


The  brightest  and  best 
minds  in  computer  research 
are  finding  that  the  world  is 


constant  proportions  of  their 
budgets  on  research  and 
development,  the  money 


their  oyster.  Every  leading  tends  to  shift  between  “blue 
IT  corporation  is  desperate  sky”  research  and  commer- 


to  hire  an  innovative  genius 
to  help  beat  competitors  or 
bring  Nobel  glory  to  its 
brand. 

For  those  who  can  show 
they  possess  “must  have” 
talents,  technology  compa- 
nies might  even  build  a labo- 


cial  development,  between 
leading  edge  and  conceptu- 
ally proven  projects,  and 
between  what  is  fashionable 
and  daring.  The  question  is: 
what  trends  are  likely  to 
dominate  in  the  next  two  to 
five  years  and  what  impact 


ratory  in  their  country  of  will- they;  have  on  the  tech- 
choice.  But  while  even  rela-  nology  used  by  business? 


tively  modest  IT  companies 
spend  significant  and  fairly 
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On  a smart  hillside  close 
to  Zurich  and  an  hoar’s 
drive  of  the  Alps  sits  one  of 
IBM's  creative  powerhouses. 
It  is  packed  with  a crop  of 
the  IT  world's  elite. 

The  work  in  progress 


could  be  detected  as  the  sign 

Of  an  impending  haejt- 

“This  would  be  a great  dis- 
covery because  we  would  be 
able  to  detect  unknown 
attacks,”  says  Phllllppe  Jan- 
sen, head  of  information 
technology  solutions. 

Storage  is  another  big  area 
or  concern.  The  IBM  group 
working  on  tins  has  devel- 
oped a nanotechnology 
which,  rather  like  a minia- 
turised record  player,  can 
read  and  write  tiny  grooves 
on  a chip.  It  should  be  able 


Even-the  'marketing  poten- 
tial of  a technology  will  be 


opment  strategies.  “At  IBM, 
for  historical  reasons,  we 
were  very  .focused  upon 
ATM  alone,  but  that  has 


ernet  (a  high-speed  network- 
ing technology)  is  predomi- 
nant. This  is  bound; to 
impact  upon  investinent.dpl- 
lars  and  we  take  corrective 
steps  as  -the  situation 
becomes  clearer,”  continues 


to  store  a phenomenal  400  Mr  Eummerie.- 


gigabytes  (1,000  megabytes) 
per  square  inch. 

Moreover,  it  turns  out  that 
physically,  the  technology 
speeds  up  as  it  becomes 
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varies  enormously.  Some  of  smaller.  So  performance  Is 
the  most  interesting  projects  built  in,  too. 
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-SitoatedlM  Horan- 


More  than  367,000  IT 
job  vacancies  in  Europe 


concern  anti-hacking  tech- 
nology. Today's  systems 
work  like  antl-vlrus  soft- 
ware, checking  that  the 'com- 
puter is  not  subject  to  a. 
. known  path  of  attack.  But 
using  algorithms  first  devel- 
oped in  DNA  research  to 
recognise  repeated  non-ran- 
dom patterns,  unexpected 
changes  in  computer  activity 

OPTIONS  TRADERS 


Where  the 


The  mood  at  the  IBM1  site 
. in  Switzerland  is  bullish.  But 
as  Karl  Eummerie.  the  direc- 
tor, explains,,  the  way 
researchers  - work  has 
changed  in  recent  years. 
Consider  the  case  of  Asyn- 
chronous Transfer  Mode 
(ATM)  switching  for . 
high-speed  networks. . 

As  pure  science,  ATM  has 
an  elegance  to  compete  with 
any  other  development  1b 
Information  technology.  But 
as  a technology  for  use  in 


Indeed,  the  circle  is  com- 
plete in  other  cases,  where 
customers  for  the  technology 
are  Included  in  the  loop  from 
the  start. 

But  this  does  not  mean 
that  research  for  research’s 
sake,  necessarily  suffers.  A 
strong  dement  of  blue  sky 
work  must  be' maintained  to 
attract  the'  best  scientists. 
And  companies  are  always 
wary  of  missing  the  boat  or 
becoming  too  reactive.  The 
sudden  emergence  of  the 
Internet  in  1996  was  a power- 
ful wake-up  call  For  many 
organisations.  . - 

Thera  is  always  the  danger 
of  technology  ruts,  too  - 
ways  of  solving  problems 
that  become  entrenched  by 


production,  it  has  struggled  little  more  than  fashion.  -• 
to  find  a market  It  provides  By  way  of  comparison,  the 
an  illuminating  example  of  .question  has  only  recently 
the  complex  relationships  been  asked  as  to  whether 


existing  within  research  pro- 


the  road 


One  job  in  six  in  Europe’s  information  and 
telecommunications  sectors  remains 
unfilled,  as  graduates  seek  opportunities 
elsewhere,  writes  Michael  Wiltshire 


Europe's  information  and 
telecommunications  Indus- 
tries now  employ  around 
two  million  people  - an 
increase  of  10  per  cent  on  a 
year  ago. 

However,  as  equipment 
sales  rise  to  record  levels, 
Europe's  young  people  are 
slow  to  realise  the  opportu- 
nities that  tbe  information 
and  communications  tech- 
nology (ICTi  sector  offers, 
comments  Hubert  Lange,  a 
board  member  of  Deutsche 
Messe.  organisers  of  the 
CeBIT,  the  world’s  largest  IT 
show,  held  annually  in  Han- 
over. Germany. 

One  jDb  in  six  In  Europe's 
ICT  sector  Is  vacant,  as  qual- 
ified applicants  are  being 
sought  for  367,000  job  vacan- 
cies. reflecting  a worldwide 
shortage  of  computer  skills, 
say's  Mr  Stielow. 

The  urgent  need  to  ensure 

that  computer  systems  are 
year-2000  compliant  is 
adding  to  the  skills  shortage. 
To  attract  qualified  IT  staff, 
many  larger  companies  in 
the  Europe  and  the  US  are 
offering  high  salaries,  flexi- 
ble benefits  and  promises  of 
a dynamic  working  environ- 
•ment 

Meanwhile,  the  European 
ICT  market  is  expected  to 
grow  by  7.9  per  cent  this 
year  to  £287bn  (S4S2bn), 
according  to  the  latest  rare- 
cast  by  the  European  Infor- 
mation Technology  Observa- 
tory, E1TO. 


“In  terms  of  IT  sales, 
Europe  is  back  on  the  path 
of  rapid  growth,”  comments 
JOrn  Peter  Stielow,  chair- 
man of  the  CeBIT  trade  fair 
committee.  CeBIT99,  will 
take  place  from  March  18-24, 
(see  details  below). 

In  tbe  past  year,  the  Euro- 
pean IT  and  telecoms  market 
has  outperformed  the  world 

market  as  a whole,  says  Mr 
Stielow. 

Although  there  was  a 
downturn  in  East  Asian  and 
Japanese  markets  last  year, 
the  ICT  market  in  Japan  js 
likely  to  recover  with  a 4.4 
per  cent  increase  this  year. 

The  US  market,  with 
growth  rates  of  99  per  cent 
in  1996  and  an  expected  9.6 
per  cent  in  1999,  will  be  only 
marginally  ahead  of  western 
Europe,  says  the  EITO 
report. 

Europe's  ICT  market  is 
divided  almost  equally 
between  information  tech- 
nology and  telecommunica- 
tions. In  the  IT  sector,  ser- 
vices and  software  now 
make  up  the  lion's  share, 
with  56  per  cent  of  the  total 
IT  market,  while  hardware 
accounts  for  a mere  30  per 


telecoms  for  the  first  time, 
rising  by  9.5  per  cent  to 
£144bn  (S242),  be  says. 

Professional  services  - for 
example,  network  services, 
computer  centre  and  con- 
sulting services  - are 
expanding  at  the  fastest  rate 
at  roughly  15  per  cent  a 
year.  Software  sales  are 
expected  to  rise  by  35  per 
cent  this  year. 

By  contrast,  sales  of  hard- 
ware products  are  growing 
at  a much  slower  rate  at 
around  6 per  cent  a year  in 
Europe.  NT  servers  are  a 
positive  exception,  with  a 
forecast  growth  rate  of  35 
per  cent  for  1999. 

European  telecommunica- 
tions equipment  sales  may 
well  reach  £143bn  ($240bn) 
this  year,  despite  a sharp  fan 
in  the  prices  of  telecom  ser- 
vices - down  by  30  per  cent, 
in  some  cases. 

Coun  try-by-country  com- 
parisons of  the  European  IT 
market  vary  only  slightly, 
between  8 per  cent  and  10 
per  cent,  says  the  report, 
which  predicts  that  IT  sales 
in  Britain  win  rise  by  9.6  per 
cent  this  year  to  £26bn,  pat- 
ting the  UK  at  the  top  of  the 
European  league  table  in 
terms  of  IT  investment 

World’s  largest 
information 


,LL  |_  _ existing  within  research  pro- 

ruDDer  nits  ^ 

■ UUUVI  “in  the  past,  we  would 

. . > ■ have  built  a prototype  and 

Trip  rfTJIfl  then  handed  It  to  the  devel- 

U iV  I uUu  . apers  who  would  have 

moved  it  on  for  production," 
From  previous  page:  explains  Mr  Kummerte.  "But 

time  to  market  is  critical 
eliminate  a lot  of  those  costs,  now  and  so  we  work  hand  In 
In  terms  of  electronic  Toutsftig,  hand  with  production  from 
the  transparency,  the  .the  early  stages.” 
Instantaneous  fills,  the  CBOE  Typically,  too,  ATM  Is  not 
is  already  there."  a proprietary  IBM  technol- 

Even  so,  doesn't  CBOE  face  ogy.  Standards,  for  example, 
a potentially  formidable  threat  • are  set  by  the  ATM  Forum, 
from  the  planned,  "We  have  to  be  involved  in 

all-electronic  International  shaping  standards  and 

Securities  Exchange,  which  implementing  them,  too.” 

could  begin  offering  600  says  Mr  Eummerie. 


From  previous  page: 

Among  the  exhibitors  at 

the  record-breaking  event,  eliminate  a lot  of  those  costs. 
2982  will  come  from  outside  In  terms  of  electronic  routeftrg, 
Germany,  with  304  from  the  transparency,  the 
Britain,  434  from  the  US,  and  Instantaneous  fills,  the  CBOE 
524  from  Taiwan.  Is  already  there.” 

Categories  on  display  at  Even  so,  doesn't  CBOE  face 
CeBIT99  will  Include:  a potentiafly  formidable  threat  - 

□ Information  technology  from  the  planned, 

- the  largest  display  area,  all-electronic  International  . 
with  1,500  exhibitors.  Securities  Exchange:  which  ■ 

□ Telecom  systems  - cov-  could  begin  offering  600 

ering  seven  balls.  It  will  be  option  contracts  by  January 
the  biggest-ever  telecoms  20007  ' 

display  for  a CeBIT  event  -|  think  the  ISE  competitors 
AD  the  large  International  are  really  the  existing 
carriers  will  be  presented  for  participants  at  the  CBOE  right 
the  first  time.  now,  just  looking  to  carve  up 

□ Network  computing,  the  pie  a little  differently, - he 
with  400  exhibitors,  Includ-  comments. 

tog  a network  Information  “Motor  the  people  that  1' 
centr®-  see  being  Interested  In  BE  are 

□ More  ttan  400  compa-  hedging  their  bate.  They  want 
toes  are  displaying  develop-  to  ^ involved  in  both  CBOE 
ment,  construction,  produo-  ^ (se  - and  that’s  smart, 
tion  and  planning  systems,  with  a little  bit  of  good 

□ Software,  consulting  fortune;  CBOE  wfll  be  able  to 
^rvices  and  online  services,  maintain  a great  deal  of  their  \ 
nns  will  indude  a software  market  share.” 

centre  for  small  and  UKdt  -There's  akrt  ot  naysayer* 

SS_SlZ1?^f?mpameS*  Who  think  that  what  we  do  at 

250  exhibitors  presenting  foe  CBOE  and  cither 


rockets  are  actually  the  best 
way  to  get  Into  space.  The 
received  wisdom  was  that 
colossal  power  on  the  launch 
pad  was  the  way  to  go. 
Colossal  power  on  the  desk- 
top is  now  similarly  imriw 
scrutiny. 

Mr  Eummerie  admits  that 
IBM  is-  more  focused  on 
short-term  research  now. 
while  noting  that  some  of  its 
recent  successes  are  the 
results  of  originally  mare 
risky  long-term  projects. 


“Copper  chip  technology'  But  ft  will  inevitably  become 
has  been  discussed  in  our  more  worldly  and  commer- 
labs  for  at  least  10  years.  For  dal  in  order  to  stay  in  line 
much  of  that  time  we  . .with  users’  fast-changing 
thought . it  could  not  be  . needs. 


cent. 

“Information  technology  Is  teChflOlOQV  SnOW 
following  the  pattern  estab- 
fished  by  tbe  telecoms  indus-  More  than  7,500  exhibitors 
try  - it  is  developing  info  a from  63  countries  will  be  tak- 
typical  services  industry,”  ing  part  in  this  year’s  seven- 
says  Mr  Stielow,  day  CeBIT  show,  located  in 

European  IT  sales  this  26  halls  at  the  Hanover 
year  are  likely  to  outstrip  showground  in  March 


products. 

□ Banking  and  office 
automation  t ethnology. 

□ Research  and  technol- 
ogy transfer. 

□ More  than  200  compa- 
nies will  , display  automatic 
data  collection  systems. 

□ An  Internet  Park  will 
highlight  the  latest  Internet 
and  intranet  systems  from 
100  companies. 

G For  more  details,  contact 
CeBrT99  at  Deutsche  Messe, 
Measegelande,  D-aoeai  Han- 
over, telephone  +49-5U/89-0, 
fox  +49-511/89-326  26;  website 
hhtp://www  .ceblt.de 


.exchanges  oannert  be  .done 
electronically- arid  I've said 
that  1 think  that’s  laughable. 

“However,  there  are  some  - 
components  of  the  trading  • 
day  that  still  would  be  very 
difficult,  electronically. 

■But  two  years  from,  rww - 
that’s  when  I thWc  ISC  woukJ 
be  up  and  nmn|ng  and.  a . . 
resKonabte  f ores  - a lot  could  , 
change  In  terms  of  foe  aWflty 
to  do  spread  transactions  and . 
handle  large  volumes. . - 
That,  In  my  opinion.  Is 
when  tte  rubber  hits  the 
road.” 

Hfldd  Taft 


ffaa3-°  Mroapace  engineer Mtoheto  Gam  displays  the  etereogtawesthattfue  her  a ”T  ' 

three-dknmttkinalview  of  a space  station  mock-up,  projected  on  the  ecreeo  behind  her  at  the- 

hotadeck,  an  ‘hnmwWve  engineering  room*  at  NASA’s  Langley  Research  Centre  h Hamtion.  uuu. 
Whh  3-D  glass,  headphones  and  e powerful  computer,  ft  alow#  engineers  to  jump  staSatod 

3-D  environment,  viewing  objects  from  ail  sides  and  madiptiiatfnfl  foam  in  various  ways-  - ap 


in  being  able  to  standardise 
on  the  same  products 
between  their  various 
offices. 

Although  the  US  govern- 
ment has  liberalised  some 
controls,  US  high  technology 
companies  continue  to  call 


ogles.  This  causes  problems  -for  the  lifting  of  most  export 
for  multinational  companies  controls. 


-solved.  But  now  it’s  here.” 
His  comments  are  borne 


brought  to  bear  upon  devel-  out  by  Jackie  Penn,  research 


director  for  advanced  tech- 
nology with  Gartner  Group. 
She  believes  it  will  be  tech- 
nologies with  Immediate 


■changed.  Say,  for.  the  sake  of  practical  and  possibly  revo- 
argument,  that  Gigabit  Eth-  lutionary  application  that 


are  most  likely  to  surface 
next 

“We  are  seeing  a lot  of  the 
research  and  development 
'spend*  in  large  companies 
going  on  the  user  interface,” 
she  says.  “Computers  are 
still  too  complex  and  require 
a fundamental  shift  to  reach 
a larger  audience.” 

Thus  she  reckons  that  by 
2005,  voice  recognition  tech- 
nology will  supplant  key: 
boards  to  input  data  and 
control  machines. 

Further,  fixed  function 
devices  will  break  up  the  PC 
monopoly.  These  are  tech- 
nology tools  designed  for 
particular  uses  of  which  the 
mobile  phone,  palmtop  com- 
puter and  AutoPC  are  just  a 
foretaste. 

“The  pendulum  .is  swing- 
ing in  terms  of  the  way 
research  is  being  done,  too,” 
she  notes.  “Mid-sized  compa- 
nies in  particular  are  cen- 
tralising their  research  effort 
In  order  , to  be  mare  proactive 
in  their  search  for  new 
opportunities.” 

Companies  are  increas- 
ingly interested  in  what  is 
going  on  in  universities  - a 
trend  of  which  universities 
are  aware  as  they  develop 
the  means  of  attracting  cor- 
porate sponsorship  and  joint 
ventures. 

What  might  be  called  the 
spirit  of  Silicon  Valley  - that 
unique  combination  of  com- 
mercial and  intellectual 
entrepreneurship  - Is 
becoming  more  pervasive. 

Computer  research  will 
undoubtedly,  continue  to 
power  the  IT  of  the  future. 
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FT-1T  REVIEW  7 THE  SHAPE  OF  THINGS  TO  COME 


Christopher  Price 


Opportunity  knocks  as 
new  challenges  mount 

Mnro  nr,  I 


More  television  channels  means  greater 
fragmentation,  enhancing  choice  for 
consumers  but  adding  to  TV 
broadcasters'  headaches 


As  the  end  of  the 
millennium  approaches, 
Europe’s  media  industry,  for 
so  Ions  characterised  by  lim- 
ited competition  and  bureau- 
cratic regulation,  has  begun 
to  embrace  the  digital  age. 

'The  results  have  yet  to  be 
revealed,  but  all  the  signs 
are  that  the  market  will 
undergo  profound  change  in 
the  next  decade. 

The  television  industry,  in 
particular,  is  set  to  change 
radically  as  digital  technol- 
ogy introduces  more  chan- 
nels and  interactivity  for 
consumers,  and  brings 
increased  competition  and 
higher  costs  for  broadcast- 
ers. 

‘The  advent  of  digital  tele- 
vision is  the  single  most 
important  innovation  to  the 
television  since  it  was 
invented,"  says  Noah  Yas- 
kin.  media  analyst  for  Jupi- 
ter Communications,  the  US 


market  research  group. 

"In  Europe,  the  digital 
television  platform  offers 
another  route  by  which  con- 
tent owners,  advertisers  and 
merchants  can  offer  consum- 
ers interactive  products  and 
services." 

Jupiter  forecasts  the  num- 
ber of  households  that  will 
be  interactive  via  their  tele- 
vision sets  will  rise  sharply 
early  in  the  next  miHpmnhmr 
in  the  two  markets  most 
advanced  in  digital  televi- 
sion, Britain  and  Sweden. 

In  the  former,  the  group 
believes  the  number  of  inter- 
active television  households 
will  rise  from  0.3  per  cent  in 
1999,  to  more  than  19  per 
cent  in  2002. 

Sweden  is  forecast  to 
increase  from  0.2  per  cent  to 
29  per  cent  in  the  same 
period.  Elsewhere.  France  is 
expected  to  be  at  12  per  cent 
and  Germany  at  just  2 per 


cent  in  four  years’  time. 

Yet  while  digital  television 
offers  great  opportunities  for 
broadcasters,  it  also  presents 
threats.  More  channels 
means  the  fragmentation  of 
audiences  and  a more  com- 
petitive advertising  market 

This,  together  with  the 
high  cost  of  embracing  digi- 
tal technology,  will  push 
broadcasters  to  look  for  addi- 
tional sources  of  revenues. 

In  Britain,  for  example, 
which  is  a little  more  *hnn 
two  months  into  the  digital 
television  era,  pay-per-view 
and  subscription-based  chan- 
nels have  formed  a signifi- 
cant part  of  the  new  chan- 
nels launched  by  existing 
broadcasters. 

Bear  Steams,  the  US-based 
investment  bank,  forecasts 
that  digital  services  will 
drive  the  growth  of  pay  tele- 
vision from  27  per  cent  of 
households  to  56  per  cent  by 
2006  in  the  UK 

“Lower  subscription 
prices,  the  TV  set  replace- 
ment cycle  and  over-the-air 
distribution  - the  ubiquitous 
form  of  TV  reception  in  Brit- 


ish homes  - are  key  facilita- 
tors of  this  growth,”  the 
bank  concludes. 

Costs  to  the  consumer  are 
also  likely  to  fall  rapidly  to 
aid  the  digital  take-up.  Bear 
Stearns  predicts  that  interac- 
tive digital  television  sets 
will  soon  be  no  more  than  10 
per  cent  more  expensive 
than  ordinary  analogue  mod- 
els. The  gap  is  currently  five- 
fold. 

Meanwhile,  set-top  boxes, 
which  are  required  to  pro- 
cess the  digital  signals  for 
analogue  sets,  are  being  sub- 
sidised by  operators.  Thus 
UE  consumers  are  paying 
under  £200  for  models,  while 
satellite  operator  BSkyB  is 
offering  free  installation  of 
its  digital  equipment 

While  the  path  towards 
digital  television  penetration 
has  some  obvious  compari- 
sons with  earlier  technologi- 
cal developments,  the  way 
forward  for  Interactivity  is 
an  untried  model 

And  although  home  bank- 
ing and  shopping  will 
undoubtedly  feature  promi- 
nently in  the  next  decade. 


in  the  US,  Thomson  Consumer  Etectroncs  officiate  display  the  company’s  new  movie- theatre-format  picture  tube  at  Thomson's  centre  in 
Lancaster,  Pennsylvania.  The  company’s  engineers  developed  the  digital,  Wgh-definition  screen  that  is  30  per  cant  wider  than  a traditional 
TV  and  is  claimed  to  be  the  largest  direct-view  screen  in  the  world  at 


Senator  John  McCain,  chairman  of  the  US  Senate  Commerce  Committee,  asks  a question  about  the  growth  of  digital  television  as  he 
examines  one  of  the  digital  TV  cfispiays  at  a broadcasters' .convention  hi  Las  Vegas  ap 


the  question  remains: 
through  which  medium  wfil 
interactivity  be  conducted? 

“Interactive  television  has 
been  one  of  the  industry's 
dreams  for  a long  time," 
says  Bill  Bass,  director  of 
media  and  technology  strat- 
egy at  Forrester,  the  US- 
based  IT  consultancy  and 
research  group. 

“The  advent  of  digital  has 
made  convergence  of  the 
Internet  and  television  a 
reality  - but  we  believe  full 
interactivity  won’t  happen." 

What  will  occur,  according 
to  Mr  Bass,  is  “lazy  interac- 
tivity”, where  there  will  be  a 
partial  integration  between 
the  television  and  the  Inter- 
net of  particular  aspects  of 
both  media. 

He  quotes  the  example  of 
television  advertising  as  an 
area  "primed  for  Interactiv- 
ity". where  viewers  could 
respond  through  their  sets  to 
a particular  advertisement. 
Games  shows  are  another 
example  of  an  area  likely  to 
be  a favourable  platform  for 
interactivity. 

However,  he  believes  that 
“the  stuff  that’s  good  on  the 
Internet  will  stay  there." 

Bather  than  pursuing  inte- 
gration, some  of  the  biggest 
US  media  companies  are 
viewing  the  Internet  as 


another  but  significant  arm 
to  their  business. 

The  reason  for  this  has 
been  the  development  of 
“portal”  sites.  These  are 
Internet  sites  which  offer 
themselves  as  gateways  to 
the  web.  but  also  have  a 
wide  variety  of  services  and 
e-commerce  opportunities 
available. 

Portal  sites  such  as 
Yahoo!,  Excite  and  Infoseek. 
have  become  global  brands. 
This  has  been  achieved  by- 
enticing  visitors  with  their 


contcnt  of  online  services 
and  encouraging  them  to 
stay  as  long  as  possible. 

This  then  enables  the  por- 
tals to  charge  more  to  adver- 
tisers and  sponsors,  as  well 
as  take  a bigger  cut  of  any 
e-commerce  transactions. 

The  result  has  seen  the 
portals  become  the  most 
sought  after  destinations  on 
the  Internet.  Not  surpris- 
ingly' the  prospect  of  netting 
such  large  audiences  has 
attracted  much  interest  from 
the  media  industry. 


In  the  most  significant 
move.  Disney  last  year 
bought  a 43  per  cent  stake  in 
Infoseek,  one  of  the  leading 
Internet  portal  groups, 
Disney  is  using  Infoseek’s 
experience  to  fashion  its 
own  portal.  Go,  which  it  will 
integrate  into  the  rest  of  its 
business  operations. 

“In  the  old  media  world 
there  was  little  point  in 
integrating  your  assets.” 
says  Mr  Bass.  “In  the  digital 
age.  having  your  business 
work  together  is  vital." 


Microsoft's  Bfll  Gates,  left;  watches  attentively  as  Steve  Guggenheimer,  a Microsoft  product  manager, 
gives  an  Interactive  TV  demonstration  at  a cable  industry  convention  bi  Atlanta,  Georgia  ap 


CASE  STUDY 

BERTELSMANN 


Responding  to  the  call 
of  the  Internet 

With  its  decentralised  structure,  the  German-based  media 
group  has  to  think  hard  about  the  best  way  to  do  business  in 
the  digital  age,  writes  Frederick  Studemann 


Thomas  Middelhoff,  the 
newly  installed  chairman  of 
Bertelsmann,  is  weH  aware 
of  the  central  importance  of 
information  technology  in  the 
future  development  of  the 
world's  third  biggest  media 
company.  By  his  own 
admission,  Mr  Middelhoff 
owes  Ms  promotion  through 
the  ranks  at  Bertelsmann  to 
his  understanding  of 
computers,  the  Internet  and 
the  possibilities  - and 
chaflengee  - offered  by 
electronic  commerce. 

Nearly  four  years  ago.  he 
persuaded  reluctant 
Bertelsmann  board  members 
to  take  a minority  stake  in 
America  Online  - then  just 
another  fast-growing  online 
service  company  - and  set 
up  a joint-venture  with  the 
US  company  in  Europe. 

The  initial  scepticism  of 
M3  fellow  board  members 
was  soon  dispelled.  As  an 
Investment,  the  AOL  stake 
has  given  the  German  group 
a handsome  return  on  Its 
money  as  technology  stocks 
have  soared. 

In  strategic  terms,  the 
move*  opened  the  way  for 
Bertelsmann  to  expand  into 
new  areas  end  upgrade  Its 
existing  portfolio  of  printing, 
broadcasting  and  book  and 
music  publishing  and  club 
activities.  By  2000,  the 
group,  which  had  sates  of 
DM23bnJ$13.7bri)  in 
1997-88,".,wpects  half  of  its 
revenues  to  come  from  Its 
electronic  businesses.  These 
range  from  traditional 
broadcasting  activities  to 

newer  multi-media 

businesses,  such  as  AOL, 

and  also  include  the  mixing 
of  the  new  with  the  old  in 
areas  such  as  book  retailing. 

Mr  Middelhoff  envisages 
some  parts  of  Bertelsmann’© 
traditional,  print-based, 
portfolio  moving  over  to  me 
Internet  The  efttef  cancfidaia 
tor  such  a shift  Is  the 
group's  technical  and 


scientific  publishing 
business,  which  was 
recently  bolstered  by  the 
acquisition  of  Springer,  a 
professional  publisher  not 
related  to  the  eponymous 
newspaper  and  magazine 
conglomerate. 

Here,  Mr  Middelhoff  sees 

the  electronic  delivery  of 
content  to  subscribers  or 
one-off  customers  as  a 
logical  next  step. 

For  fiction  and  general 
interest  books,  he  believes 
teat  me  Internet  wHI  initially 
serve  as  a retailing  platform 
with  customers  going  on&ne 


Thomas  MSddtehoff,  new 
diarman  of  Bertetananrtt  h®  Is 
gmping  the  media 
opportunities  offered  by  IT 


to  order  books  which  are 
then  delivered  in  physical 
format  However,  he  does 
not  rule  out  direct, 
digitalised  delivery  of  such 
books  at  some  point  In  the 
tutura.  Similar  developments 
are  expected  In  the  music 
business. 

Bertelsmann  has  been 
stow  to  react  to  the 
development  of  Net-based 

book  retailing  which  has 


been  driven  by  companies 
such  as  Amazon.com  of  the 
US.  But  it  is  now  seeking  to 
catch  up.  Late  last  year  , 
Bertelsmann  bought  a stake 
in  a rival  venture, 
Bamesandnobte.com,  and  is 
still  working  on  the  rod-out  - 
of  an  online  book  retailing 
service,  called  Books  Online, 
for  the  European  market 

Another  area  where  rT  Is 
set  to  make  a significant 
impact  is  the  group’s  core 
book  dub  division  which  is 
now  being  given  a tece-iift 
after  years  of  lacklustre 
performance.  Mr  Middelhoff 
believes  technology  wDI  play 
a key  role  in  a new 
enhanced  service  in  which . 
subscribers  would  not  just 
be  able  to  buy  books  at 
discounted  prices  but  could 
also  be  offered  additional 
Bertelsmann  services  - such 
as  subscriptions  to  AOL  or 
pay-tv  channels. 

In  broadcasting,  the 
potential  of  technology  In 
areas  such  as  digital  pay-tv 
has  yet  to  be  fuDy  realised. 
Plans  tor  a three-way  digital 
broadcasting  tie-up  between 
CLT-Ufa,  the  European  film 
and  television  group  in 
which  Bertelsmann  owns  a 
40  per  cent  stake,  Kirch,  a 
big  German  media  group, 
and  Deutsche  Telekom,  the 
partially-privatised 
telecommunications  giant,  . 

were  blocked  last  year  by 
the  European  Com  mission 
on  competition  grounds. 

Relations  between 
Bertelsmann  and  Kirch  have 
also  been  strained  in  recent 
years,  thus  hampering  any 
development  at  Premiere,  a 
pay-tv  channel  In  which  both 
companiashoJd  stakes.  But 
It  is  not  just  in  these, 
perhaps  predictable,  areas 
that  technology  Is  making  an 
impact  on  the  way 
Bertelsmann  does  business. 

Mr  Middelhoff  befieves 
that  no  part  of  the  group  wffl 
be  untouched  by 


technology.  "The  Internet  will 
grow  across  <?ur  entire  value 
chain,”  he  says.  As  such, 
the  development  of  a 
group-wide  approach  to  the 
Internet  and  In  particular 
electronic  commerce,  is  now 
“strategically  important” 

But  implementing  this  wiD 
be  difficult  Bertelsmann 
prides  itself  on  a 
decentralised  management 
culture  arranged  around  300 
profit  centres. 

Communication  between  the 
various  centres  is  sometimes 
dose  but  also  often 
non-existent. 

The  offsets  of 
decentralisation  - which 
Bertelsmann  considers  a 
cornerstone  of  Its  success 
by  encouraging  managers  to 
act  as  entrepreneurs  and  not 
just  corporate  executives 
working  their  way  up  a Mg 
hierarchy  - can  easily  be 
seen  In  IT.  There  are  80 
Afferent  electronic  data 
programmes  and  12  different 
e-mafl  systems  In  operation 
across  the  group. 

Mr  Middelhoff  befieves 
that  one  of  the  reasons 
Bertelsmann  has  found  it 
difficult  at  times  to  respond 
quickty  to  technology  is  that 
It  has  not  been  able  to  fuBy 
exploit  Its  resources. 

“Amazon  has  one  great 
advantage  over  us  - they 
have  one  database.” 
Bertelsmann’s  various 
subscription  businesses,  by 
contrast,  have  around  40m 
members  but  there  are  no 
finks  between  the  various 
units. 

But  he  says  Bertelsmann 
needs  to  be  careful  not  to 
promote  more 
decentralisation  when 
developing  a uniform 
strategy  tor  the  Internet 
“Every  part  of  the  value 
chain  will  at  some  point 
fotow  its  own  internet 
strategy  - but  at  the 
moment  we  need  . 
co-ordination.” 

One  impeefiment  to  the 
formulation  of  a common 
strategy  has  been  the 
bureaucracy  of  such  a big 
group  as  Bertatsmana  “Vito 
cfiscuss  who  is  responsible, 
while  other  start-ups  just  get 
out  aid  do  It” 

Accenting  to  Mr 
Middelhoff  - who  takes 
pride  in  the  fact  that  the 
utilitarian  corridors  of 

Bertelsmann's  corporate 

headquarters  to  the  prim, 
provincial  town  of  GQtereloh 
are  now  occasionally  Wed 
with  young, 

shabbily -dressed  technology 
geeks  - such  hindrances 
now  lie  in  the  past. 
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ELECTRONIC  SHOPPING  by  Penelope  Ody 


A revolution  in  retailing 


Today’s  retailers  no  longer  talk  just  of  ‘high  street1  or 
'edge-of-town'  - they  talk  of  ‘channels  to  market’  which  can 
include  the  World  Wide  Web,  standalone  touch-screen  kiosks, 
interactive  television  and  mobile  telephones 


Long  ago,  in  technology 
terms  at  least,  larger  retail 
companies  were  preoccupied 
with  electronic  payment  and 
point-of-sale  systems,  while 
only  a few  brave  souls  exper- 
imented with  “multimedia” 
kiosks. 

That  was  in  the  early 
1990s.  Today,  however,  tech- 
nology is  set  to  revolutionise 

the  traditional  high  street, 
leading  to  a major  reassess- 
ment of  cost  structures  and 
marketing,  as  wen  as  trig- 
gering new  business  alli- 
ances - as  in  the  acquisition 
by  Britain’s  WH  Smith  of 
the  Internet  Bookshop  ear- 
lier this  year. 

Technology  is  certainly 
having  an  impact  on  shop- 
ping patterns  - although 
sales  are  stiir  a long  way 
from  early  optimistic  fore- 
casts that  “as  much  as  20  per 
cent”  of  all  shopping  could 
'go  electronic"  by  the  turn  of 


the  century. 

Forrester  Research  pre- 
dicts that  US  on-line  sales 
could  reach  $i08hn  by  2003, 
while  Datamonitor  suggests 
Rffflbn  for  western  Europe 
by  2002  - well  up  on  the 
estimated  *298m  for  1998  but 
still  a long  way  behind  the 
more  successful  US  market. 

Part  of  this  clear  differen- 
tia] is  being  blamed  on  geog- 
raphy. US  population  densi- 
ties are  low  and  consumers 
must  often  drive  a long  way 
to  their  nearest  shops,  while 
Europe  is  much  more 
crowded  and  neighbourhood 
shopping  centres  are  still 
commonplace. 

Ragnar  Nilsson,  chief 
information  officer  at  Kar- 
stadt,  the  German  retail 
group,  says:  “Europeans  live 
so  close  together  that  it’s 
often  more  convenient  to  go 
and  see  the  item,  rather  than 
buy  it  via  the  Internet.” 


Many  experts  believe  that 
tomorrow's  successful  retail- 
ers will  need  to  take  a 
"multi-channel"  approach  to 
trading,  allowing  customers 
to  shop  in  both  real  and  vir- 
tual worlds,  with  a strong 
presence  in  each.  That 
applies  equally  well  to  com- 
panies starting  (Tom  an  elec- 
tronic base  as  to  those  with 
their  feet  firmly  in  the  real 
world. 

“Retailers  will  have  to 
offer  multiple  options  to  pur- 
chase," says  Jo3nne  Walter, 
vice  president  for  future 
retailing  with  NCR.  the  US- 
based  IT  systems  and  data 
warehousing  group.  “Being 
just  web  or  just  real  world 
will  ultimately  be  limiting  - 
all  successful  traders  will 
eventually  be  in  both  chan- 
nels, otherwise  they'll  be 
missing  out  on  some  seg- 
ment of  the  market. 

“That  even  applies  to 


Shopping  for  software:  computer  enthusiasts  buying  Japanese  language  versions  of  Microsoft 
products  in  Tokyo’s  AJdhabara  electronics  shopping  district 


Internet  successes  like  Ama- 
zon.com. Book  buyers  like  to 
browse  in  shops  to  touch- 
and-feel.  If  a book  store  is 
only  on  the  web  then  - 
while  customers  will  buy  a 
certain  percentage  of  their 
books  that  way  - they'll  still 
use  real  world  locations  for 
the  rest” 

Until  now,  electronic  shop- 
ping has  been  dominated  by 
- the  Internet  which  - at  least 
in  Europe  - is  stiff  largely 
elitist,  appealing  to  an  afflu- 
ent, male-dominated  market- 
place, and  expensive  (espe- 
cially in  countries  where 
there  is  a charge  for  local 
telephone  calls). 

Although  the  web  popula- 
tion is  constantly  changing, 
many  mainstream  retailers 
believe  that  - at  least  in  the 
medium  term  - it  will  be 
only  a niche  market.  For 
them,  interactive  television 
(iTV)  looks  like  a more  suc- 
cessful option.  Iceland,  the 
UK  food  retailer,  is  one  of 
the  first  to  sign  for  the  new 
interactive  Open — TV  chan- 
nel which  will  be  launched 
shortly. 

“The  demographic  profile 
for  TV  matches  our  cus- 
tomer profile  exactly,"  says 
Malcolm  Walker,  Iceland's 
chairman.  “We  wouldn’t 
expect  to  do  any  business  on 
the  Internet,  although  the 
media  like  it.  while  iTV  is  an 
obvious  choice." 

While  Internet  and  iTV 
shopping  options  are  cur- 
rently quite  separate,  the 
technologies  will  gradually 
merge,  with  Internet  access 
on  the  television  via  the 
likes  of  such  services  as  web. 
TV.  Other  domestic  appli- 
ances may  also  enter  the 
fray;  NCR  has  already  devel- 
oped a prototype  microwave 
oven  with  a touch  screen 
and  in-built  PC  for  accessing 
the  web  from  the  kitchen. 

“Bandwidth  is  the  key." 
says  Irving  Wladawsky-Ber- 
ger.  general  manager  of 
IBM's  Internet  division. 
“Television  broadcasting  is  a 
very  cost  effective  distribu- 
tion mechanism  but  we 
could  well  see  ITV-  and  Inter- 
net coming  together  in  a sin- 
gle television  set  using  some 
sort  of  split  signal  tech- 
nique.” 

Within  the  next  five  years, 
Mr  Wladawsky-Berger 
expects  interactive  voice 
response  systems  to  provide 


MOBILE  COMPUTING  by  Christopher  Price 


Packing  a big  punch 
into  a small  package 


The  big  names  of  the  IT  world  are  battling 
for  supremacy  in  the  growing  market  for 
small,  portable  and  even  wearable  devices 
to  meet  the  needs  of  those  on  the  move 


Tire  fact  that  portable 
computers  will  become 
smaller,  cost  less  and 
become  smarter  is  in  little 
doubt.  What  is  less  clear, 
however,  is  which  of  the 
developments  currently  tak- 
ing place  will  win  out  in 
what  is  becoming  an  over- 
crowded marketplace. 

A wide  range  of  products 
is  contained  within  the  por- 
table computer  market.  At 
the  lower  end.  in  terms  of 
cost  and  power,  are  the 
hand-held  computers  and 
organisers,  such  us  those 
produced  by  Britain's  Psion 
and  oCora  of  thr  US. 

A step  up  in  size  arc  the 
mini -computers  and  sub- 
nutebooks.  harnessing 
greater  power  and  more 
functionality,  but  losing  the 
hand-held  tag.  Finally,  there 
arc  the  notebooks,  which 
have  become  an  integral 
part  of  most  PC  manufactur- 
ers' portfolio. 

Alan  Thompson,  a director 
of  Toshiba’s  PC  division,  the 
world's  biggest  portable  PC 
supplier,  siys  developments 
across  the  range  of  portable 
PCs  are  being  driven  by  the 
nerd  to  -pack  a bigger 


punch  into  a smaller  pack- 
age." 

It  Is  not,  however,  all 
about  miniaturising  comput- 
ers. “Portable  users  want 
robust,  fully  functional,  reli- 
able machines  which  are 
light  but  not  necessarily 
small,"  says  Mr  Thompson. 
“Many  also  want  full-size 
screens  and  keyboards." 

Lighter,  thinner  and 
cheaper  notebooks  were 
much  in  evidence  at  the 
recent  Comdex  computer 
show  in  Las  Vegas,  as  well 
as  more  new  entrants  to  the 
dynamic  marketplace. 

There  were  also  reports 
that  the  revitalised  Apple 
Computer  group  would 
unveil  its  “WebMate”  note- 
book early  in  the  new  year. 
Following  on  from  its  inno- 
vative I Mac  PC.  the  Web- 
Mate  will  be  translucent, 
weigh  less  than  four  pounds 
and  offer  a variety  of  wire- 
loss  communication  options. 

Wireless  is  the  develop- 
ment seen  as  crucial  to  the 
next  generation  of  portable 
computers  by  many  in  the 
industry.  Again  at  Comdex. 
Toshiba  displayed  a new 
innovation  in  connectivity. 


which  enabled  a personal 
computer  to  send  an  e-mail 
to  a mobile  phone  using 
radio  transmission 

“People  want  a single 
interface  fur  their  communi- 
cations devices,  “ says  Mr 
Thompson.  “We  want  to  pro- 
duce a portable  PC  which 
will  sit  and  integrate  with 
your  desk  PC.  and  which  can 
then  be  used  on  the  move 
but  keeping  you  seamlessly 
connected  to  your  office 
computer  system.” 

Toshiba  is  port  of  the 


One  scenario  is 
certain:  users  will 
be  overwhelmed 
by  choice  in  the 
future  of  mobile 
computing 


Bluetooth  consortium,  which 
is  developing  standards  to 
enable  wireless  devices  to 
talk  to  each  other.  Mr 
Thompson  says  manufactur- 
ers involved  in  the  project 
are, only  two  years  away 
from  producing  the  first 
such  enabled  devices. 

Another  significant  devel- 
opment is  likely  to  be  the 


introduction,  probably  later 
this  year,  of  the  first  hand- 
held devices  to  emerge  from 
the  Symbian  partnership. 

Symbian  was  formed  last 
year  by  Psion,  the  UK  hand- 
held computer  group,  and 
the  mobile  phone  groups. 
Ericsson,  Motorola  and 
Nokia,  it  is  using  the  operat- 
ing system  from  Psion's 
computers  as  the  basis  for 
the  development  of  a new 
generation  of  smart  hand- 
held devices. 

In  particular,  the  potential 
for  mobile  phones  equipped 
with  such  smart  applications 
as  e-mail,  data  transfer, 
enhanced  memory  and  inter- 
net access,  is  seen  as 
immense. 

The  formation  of  Symbian 
is  also  seen  as  a threat  to 
Microsoft’s  hopes  of  getting 
its  CE  operating  system 
adopted  as  the  main  stan- 
dard in  the  emerging  wire- 
less market. 

Janice  Roberts,  marketing 
director  oF  3Com  and  bead  of 
the  Palm  Pilot  business, 
points  out  that  while  the 
Symbian  developments  are 
interesting,  standards  devel- 
opments in  the  US  are  likely 
to  be  influential. 

3Com  is  keen  to  have  the 
operating  system  of  the 
Palm  Pilot,  ffie  biggest-sell- 
ing  hand-held  computer  In 
the  world,  adopted  by  mobile 


an  easier  interface  than  the 
conventional'  keyboard  and 
mouse  for  accessing  the 
Internet  from  the  sofa.  “I 
also  think  well  see  a great 
increase  in  web-enabled  con- 
sumer appliances  and  that 
could  encourage  even  more 
shopping  opportunities” 

While  a web-enabled  wash- 
ing machine,  for  example, 
could  automatically  alert  a 
service  engineer  when  it 
needed  fixing  - much  as 
with  existing  remote  diag- 
nostic systems  on  computer 
equipment  - same  sort  of 
simplified  web  access  by 
palm  tops  and  smart  tele- 
phones could  provide  an 
easy-to-use  shopping  option 
far  consumers  on  the  move. 

Symbol  Technologies 
already  has  a ball-point-pen- 
cum -bar-code-reader  for 
home  use  and  believes  that 
microchip-sized  scanners 
and  radio  transmitters  could 
in  future  be  added  to  all 
sorts  of  home  appliances. 
This  would  take  the  prover- 
bial “trash  can  with  its  own 
e-mail  address”  which  could 
scan  discarded  packages  and 
automatically  re-order  the 
groceries  a step  nearer  to 
reality. 

Currently,  a major  prob-  ■ 
lem  for  would-be  e-shoppers 
is  actually  finding  what  they 
want  to  buy  among  the  myr- 
iad web  pages.  One  famous 
e-shopping  tale  tells  of  the 
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British-born  computer  genius:  Tim  Bemers-Ue,  43.  P*one«r  rf  **  ^ 


BnUSn-bom  computer  gonrofE  nm  — . — — he  was  the 

the  World  Wide  Web  Consortium  at  die  on^  ^ ap 
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Eventually,  the 


convenience 


factor  will  be  a 
key  incentive  for 
many  to  shop  in 
cyberspace  - 


customer  who  entered  “cam- 
era'’ into  an  Internet  search 
engine  to  receive  more  than 
2.5m  matches  and  a list 
which  Included  several  Ital- 
ian chambers  (camera)  of 
commerce. 

Companies  like  Taxi  Inter- 
active. which  launched  an 
on-line  “shopping  assistant” 
in  both  the  US  and  UK  last 
October,,  are  starting  to 
address  this  problem.  The 
Taxi  application,  which  Is 
downloaded  free  by  consum- 


ers, provides  a simple  screen 
interface  for  accessing  a pre- 
selected assortment  of  the 
best-known  brands  and 
retailers  trading  electroni- 
cally. 

Shoppers  can  then  adapt 
this  core  selection  to  meet 
their  personal  needs  and 
interests.  The  system  pro- 
vides a highly  selective 
search  engine  which  can  be 
used  to  seek  out  best  prices, 
rtoais  and  showing  options 
and  then  tabulates  them  on- 
screen far  rapid  comparison. 

- “In  future,”  says  Jonathan 
Hammond,  Taxi's  joint  chief 
executive,  ■ “the  system  will 
become  more  intelligent  so 
that  it  can  make  buying  sug- 
gestions based  on  previous 
searches  and  shopping 
choices.  At  the  moment,  try- 
ing to  flnri  what  you  want  to 
buy  using  a conventional 
search  engine  is  like  enter- 
ing the  void." 

User-friendly  Interfaces 
will  only  be  part  of  the  story, 
however.  There  also  has  to 
be'  an  added  incentive  for 
going  electronic.  This  could 
be  convenience,  as  with 
home  delivery  groceries  or 


entertainment,  which  is 
increasingly  significant  in 
this  context- 

In  the  real  world,  the 
boundary  between  “leisure” 
and  “shopping"  is  already 
blurring  - and  it  is  the  same 
in  cyberspace.  “It's  more 
important  for  suppliers  to 
create  a desire  to  use  digital 
TV  or  the  Internet  by  offer- 
ing the  kind  of  entertain- 
ment and  services  that  will 
encourage  a proliferation  of 
devices,”  says  Philip  Black- 
well,  electronic  commerce 
director  at  Cap  Gemini,  the 
European  computer  services 
company.  “This  will  be  vital 
for  each  member  of  the  fam- 
ily to  shop  when  and  how 
they  want.” 

Typical  of  this  new  empha- 
sis on  entertainment  is 
Deuxi&me  Monde  - a web- 
based  development  from 
Canal  Plus  - also  one  of 
France's  digital  TV  provid- 
ers. Customers  can  create  an 
“atavar”  or  three-dimes- 
nional  model  of  themselves 
to  wander  through  a virtual 
presentation  of  Paris,  shop- 
ping at  designer  stores,  liv- 
ing in  a cyber  apartment 


(which  they  can  decorate) 
and  interacting  with  other 
virtual  personas.  Consumers 
have  been  signing-up  at  the 
rate  of  1. 000  a month,,  > 

although  actual  purchases|* 
are  still  a long  way  behind" 
the  socialising  and  informa-  - 
tion-seeking  activities. 

Developments  such  as 
these  may  become  more 
common  in  future.  A study 
of  consumer  behaviour  on 
the  Internet  by  UK  research- 
ers Phillips  Tariff  ca,  part  erf 
Phillips  Business  Informa- 
tion of  the  US,  identified  a 
potentially  high-spending 
consumer  group,  labelled  as 
“I*U  be  there”,  who  enjoy 
shopping  for  its  social 
dimension  and  who  are 
likely  to  respond  to  offers 
which  incorporate  the 
“looking,  touching,  feeling, 
trying,  buying  and  being 
sociable”  aspects  of  a visit  to 
the  store. 

For  these  buyers,  shopping 
may  need  to  be  a forum  'V 
activity  where  they  can  dis-  Jfc 
cuss  purchases  with  friends 
- real  or  virtual.  ' 

Deuxigme  Monde  may  just 
be  the  start 
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Mobile  polios  station:  In  Durtiam,  North  Gwoikia,  a computerised  vehicle  serves  as  e mobfle  information  centra.  The  35ft  iona  vehicle  also 
h*8  video  and  pofioe  data  HnKs  and  Is  intended  for  use  in  major  Incidents.  Pictured  centre  fa  Durham's  PoGce  Chief  TerBsaChambers 
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phone  manufacturers  as  the 
basis  of  the  next  generation 
of  wireless  devices. 

The  Palm  Pilot  Vff.  which 
has  just  been  launched  in 
the  US.  has  the  capability  to 
connect  with  the  internet  for 
a limited  application  called 
“web  clipping”.  This  is  a ser- 
vice provided  by  some  30 
news  and  service  organisa- 
tions and  which  the  user  can 
access.  3Com  has  struck  a 
deal  with  Qualcom  and  Bell 
South  to  operate  the  system 
in  parts  of  the  US. 

Other  partnership  agree- 
ments are  expected,  as  are 


some  In  Europe  when  the 
model  launches  there 
shortly. 

“These  developments 
underline  the  Palm  Pilot's 
move  from  the  organiser 
space  to  becoming  a busi- 
ness tool."  says  Ms  Roberts. 
In  the  next  few  years,  she 
expects  to  see  the  hand-held 
computing  industry  spawn  a 
whole  new  range  of  products 
designed  to  appeal  to  all 
types  of  user. 

Phil  Hester,  chief  technol- 
ogy officer  of  IBM  Personal 
Systems  Group  Worldwide, 
says:  “Every  individual  is 


going  to  want  devices  tai- 
lored to  their  own  personal 
use.”  This  is  leading  to  the 
development  of  software 
agents  to  manage  a user's 
various  wireless  devices. 

IBM  is  hoping  to  introduce 
next  year  the  prototype  of  a 
wearable  PC  into  commer- 
cial trials.  The  10-ounce 
device,  which  is  about  the 
same  size  as  a personal  ste- 
reo. incorporates  a 233MHz 
processor.  340MB  of  storage 
and  64Mb  of  RAM. 

It  also  has  a microphone 
fbr  using  the  voice  recogni- 
tion software  it  runs,  and  a 


screen  on  a boom. 

Thus,  with  the  computer 
clipped  to  a belt,  and  the 
screen  set  at  eye-level,  users 
can  work  hands-free.  Mr 
Hester  envisages  the  product 
could  be  suited  to  mainte- 
nance work,  for  example,  or"' 
for  people  who  prefer  pri-  4 
vacy  when  using  a computer  * 
in  public  places. 

Which  of  all  these  develop- 
ments will  succeed  Is  impos- 
sible to  predict.  However, 
what  is  certain  is  that  users 
will  be  overwhelmed  by 
choice  in  the  future  of 
mobile  computing. 
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BUSINESS  SOFTWARE  DEVELOPMHT^by  Louise  Kehoe 

New  IT  Systems 
bring  benefits 
- and  traumas 

While  many  companies  are  eapr  to  keep  up  with  the  latest 
software  trends  and  applicatias,  others  are  wary  of  the  potential 
difficulties  that  could  be  involyd 


In  the  rapidly  changing: 
world  of  Information  tech- 
nology, some  of  the  most  dif- 
£ HcuIt  changes  for  users  to 
| 'assimilate  come  in  the  form 
' f of  new  software.  News  that  a 
commercial  software  devel- 
oper is  about  to  launch  a 
new  version  of  the  programs 
used  on  your  desktop  or 
throughout  your  business  is 
a mixed  blessing. 

While  enhanced  features 
and  new  functions  may 
make  new  programs  more 
useful,  the  time  and  costs 
involved  in  upgrading  soft- 
ware, or  switching  to  a new 
program,  are  a big  disincen- 
tive. Another  problem  is  the 
challenge  of  making  new 
applications  work  together 
with  older  systems  and  soft- 
ware. 

Then  there  is  the  Issue  o 
learning  to  use.  the  new  prt 
gram  - or  training  staff  f, 
ipe  it.  No  wonder  mat 
^Jcamputer  users,  whetb" 
^individuals  on  company. 
think  long  and  hard  befe 
adopting  new  software. 

For  software  jievelop's, 
this  is  a serious  challige 
which,  until  recently, las 
not  been  widely  address*-  It 
has  always  bees  assced 
that  computer  users  ould 
flock  to  buy  the  lates  ver- 
sion of  a progam  am  to  a 
high  degree  tUs  “tab  it  or 
leave  it"  approach  haso  far 
served  the  sotware  hiustry 
well 

Yet  as  IT  users  bgln  to 
question  m»re  closly  the 
costs  of  uprading  aftware 


and  the  pmplexity  of  IT 
systems./he  industry  is 
respondje-  The  broad 
theme  areducing  the  com- 
plexity f computing,  by 
making  software  easier 
to  ad>/.  Implement  and 
Integra  with  existing 
syst m is  likely  to  domi- 
natf-tp  software  industry 
ovetif  next  few  years. 

y Microsoft,  Bill*  Gates, 
cbtroian  and  chief  execu- 
te, lias  made  simplifying 
cSfctop  software  hi^  top  pri- 
ety.  Future  plans  include 
token  commands  for  (re- 
cently used  functions  such 
s "save"  or  “delete",  gesture 
recognition  that  would 
enable  computers  to  respond 
to  the  nod  of  a head  or  the 
wave  of  a hand,  and  - in  the 
more  Immediate  future  - 
natural  language  processing 
that  would  allow  users  to 
ask  questions  or  type  com- 
mands in  their  own  words. 

Meanwhile,  some  of  Micro- 
soft’s biggest  competitors 
are  proposing  new  models  of 
computing  that  would  shift 
the  focus  away  from  desktop 
software  and  the  dominant 
“client-server"  approach, 
toward  networked  comput- 
ers. The  principle  behind 
networked  computing  is  that 
users  should  be  shielded 
from  the  complexities  of 
information  technology. 

Rather  than  each  desktop 
computer  storing  all  pf  the. 
software  it  uses,  programs 
would  reside  on  remote  net- 
work server  computers. 
Responsibility  for  IT  s^vices 


and  software  would  be 
placed  in  the  hands  of  expert 
technicians  running  the 
servers. 

As  Scott  McNealy,  chair- 
man and  chief  executive  of 
Sun  Microsystems,  explains: 
"People  should  not  have  to 
know  how  computers  work 
In  order  to  use  them.  You 
don’t  have  to  know  about 
the  Hoover  Dam  to  take  a 
shower,  or  a nuclear  power 
plant  to  use  electricity.  Why 
should  computers  be  differ- 
ent?” 

The  computer  industry 
winners  of  the  21St  century 
will  be  "those  who  under- 
stand that  most  users  are 
not  computer  geeks . . . like 
us,"  adds  John  McFarlane. 
president  of  Sun’s  Solaris 
software  group.  An  outspo- 
ken critic  of  Microsoft  and 
its  products,  Mr  McNealy 
declares  that  "Windows  is 
already  obsolete". 

The  notion  of  a desktop 
computer  loaded  with 
sophisticated  software  will 
give  way  to  less  complex 
“client"  computers  linked  to 
bigger  and  more  powerful 
servers,  he  predicts.  Yet  Sun 
and  Oracle,  which  respec- 
tively gamer  most  of  theft- 
revenues  from  servers  and 
serves  software,  may  he  opti- 
mistic in  predicting  a radical 
change  in  the  way  comput- 
ers are  used. 

Seldom  do  computer  users 
throw  out  the  systems  and 
software  they  have  already 
Installed  in  favour  of  a new 
approach.  Mare  commonly. 


A very  Afferent  world:  In  the  Cfiy  of  London,  long  before  the  computer  age,  Bonk  of  England  messengers,  dash  from  bankon  bearing  of  a 
fal  In  the  bank  rata.  Today's  complex  IT  systems  may  be  faster,  but  they  bring  frequent  headaches  for  users  . raWowyafeaw 


the  challenge  is  to  bolt  new 
systems  to  older  “legacy” 
systems. 

Thus,  over  the  past  year, 
there  has  been  rapid  growth 
in  the  emerging  "application 
server"  market,  for  software 
designed  to  link  existing 
business  computer  systems 
with  the  latest  Web  applica- 
tions, whether  on  the  Inter- 
net or  internal  corporate  net- 
works. Application  servers 
typically  run  on  mid-sized 
computers  that  act  as  a 
“traffic  cop"  between  per- 
sonal computers  linked  to  a 
network  and  the  big  main- 
frames or  server  computers 
that  store  a company's  busi- 
ness records. 

The  application  server 
receives  requests  for  infor- 
mation from  desktop  com- 
puters and  gathers  the 
answers  to  those  queries 
from  the  back-end  machines, 
translating  them  into  for- 
mats that  can  be  presented 
on  a PC. 

Despite  their  unglamorous 


middleman  role,  application 
servers  are  a hotbed  of  soft- 
ware industry  activity,  with 
dozens  of  companies  vying 
for  a leading  role  in  the 

pm  urging  finM 

Forrester  Research,  a US 
market  research  group, 
expects  application  servers 
to  account  for  revenues  of 
over  S2bn  by  2002.  up  from 
about  (400m  last  year.  Still, 
the  complexity  of  integrating 
old  and  new  software  repre- 
sents a big  challenge  for  IT 
users. 


Outsourcing 


Another  solution  is"  to  out- 
source the  whole  tortuous 
process  to  a third  party.  Out- 
sourcing Is  already  a well 
established  trend  among  big 
businesses.  Moving  to  focus 
on  their  "core  competen- 
cies", many  large  companies 
have  turned  over  manage- 
ment of  their  IT  systems  to 
experts  in  the  field. 

In  the  future,  different 


forms  of  outsourcing  may 
provide  smaller  businesses 
with  the  ability  to  keep  on 
the  catting  edge  of  TT,  with- 
out having  to  develop 
in-house  expertise.  Oracle  is 
spearheading  this  trend  with 
Its  new  "Business  Online” 
services,  which  are  sched- 
uled to.  begin  this  month. 

Rather  than  purchasing 
and  managing  expensive 
computer  equipment  and 
software,  small  businesses 
will  be  able  to  subscribe  to 
the  Business  Online  ser- 
vices, dial  up  the-  Oracle 
computer  Bystems  via  the 
Internet  and  make  use  of  the 
sophisticated  software  appli- 
cations stored  on  those  com- 
puters: 

“It's  crazy  to  have  a 
[Microsoft  Windows]  NT 
Server,  a ’mini-mainframe’, 
at  every  doctor’s  office  in  the 
country.”  Mr  Ellison  says. 
Instead,  doctors,  retailers 
and  other  small  businesses 
should  outsource  their  IT 
systems,  using  software  on  a 


PHARMtCEUTGALS  AND  BIOTECHNOLOGY  by  Nuaia  Moran 

f 


(A  crucial  role  for  IT  in  drug  research 


An  6plosior  of  clinical  research  data  • 
brins  with  It  the  need-  for  knowledge  \ 
maagement,  a need  which  is  being  met 
by  pedalist  software  companies  ,1 


As  the  next  century 
apjiaches,  the  pharmaceu- 
tic and  biotechnology 
inistry  is  dependent  on  one 
to  more  than  any  other  to 
s]ed  the  process  of  drug 
dpovery  and  development 
-nfonnation  technology, 
rhis  may  seem  odd,  riven 
e wealth  of  new  research 
chnologles  that  have 
•lived  in  the  past  decade, 
anging  from  combinatorial 
Jttemistry  to  high  through- 
/ jut  screening,  proteomics 
| '/the  study  of  protein  struc- 


tures) and  genomics. 

In  the  1990s,  the  industry 
has  invested  heavily  in  these 
technologies,  each  of  Which 
generates  masses  of  lata. 
But  to  extract  the  true  value 
from  this,  it  must  bejtnte- 
grated,  managed  and  organ- 
ised. 

This  requirement  'has 
prompted  the  development 
of  a specialised  form  of 
knowledge  management 
known  as  bioinforma:ics. 
While  sectors  such  as  finan- 
cial services  and  retail  are 


familiar  with  the  problem  of 
information  overload,  phar- 
maceutical and  biotechnol- 
ogy companies  face  the  chal- 
lenge of  integrating  public 
domain  and  proprietary  data 
such  as  gene  sequences, 
chemical  libraries,  protein 
structures  and  clinical  data. 

Extracting  value  involves 
more  than  just  looking  for 
patterns,  as  in  data  mining; 
it  means  being  able  to  link 
and  synthesise  disparate 
data  sets  and  understand  the 
significance  of  ttte  combina- 
tions. I 

“The  amount  6f  data  in 
the  pharmaceutical  industry 
is  just  exploding!1  gays  Mike 
Hay  dock,  a pharmaceutical 
industry  consultant  at  IBM. 


Higher  Quality  andjEfficierjcy 

with  the  Software  System  I 

LAGOS 


for  the  | | 

Warehouse  and  Material  Flow]  Optimiza  tion 

• Logistics  management  centre  with  logistics  controlling 

• Dynamic  storage  location  management  j 

• Fully  automated  high  bay  warehouse  control  I 

• Order  orientated  material  Bow  contra/  / 

- ■ Fork  lift  control  system  with  radio  frequency 

• Picking,  packing  and  shipping  control  I 

• Online  in  the  Internet:  electronic  business  j 

as  dient  server  system  with  Unix-server,  Orade  database  andWtodavs/NT  dent  with 
<•  worldwide  200  installations  in  manufacturing,  trading  and  sfvice  companies 
| ■ integrated  in  the  software  environment  and  organization  if  our  customers 

j We  exhibit  at:  J 

• ProMat  '99,  Chicago  I 

8-11  February  1999,  McCormick  Place  Nortl 
hall  B,  booth  2062 

• CeBIT '99,  Hanover 

18-24  March  1999,  hall  4,  block  A 12,  bath  514 

• Logismat  '99,  Singapore  I 

S -8  October  J 999,  ExpoHa/11,  booth Elj 

• L '99,  Basel 

2-5  November  1 999,  M esse  Basel  j 
You  are  welcome  to  visit  us  at  these  shms. 


“This  is  producing  some 
pretty  unwieldy  databases 
which  are  hard  to  search 
through  efficiently.  The  diffi- 
culty is  compounded  by  the 
fact  that  you  are  not  just 
dealing  with  your  own  data- 
bases; many  are  publicly, 
owned." 

What  the  industry  needs 
from  bioinformatics  is  a 
framework  for  integrating 
and  storing  information,  and 
tools  such  as  pattern  match- 
ing and  data  visualisation  to 
put  meaning  into  the  data. 
This  requirement  is  spurring 
in-house  development 
efforts. 

Thomas  BumoL  executive 
director  for  research  technol- 
ogy (biology)  at  Eli  Lilly,  the 
US  pharmaceutical  group,  is 
responsible  for  for  helping 
the  research  laboratories 
take  advantage  of  the  explo- 
sion of  data  associated  with 
the  Human  Genome  Pro- 
gramme and  the  sequencing 
of  the  genomes  of  other 
organisms. 

The  Human  Genome  proj- 
ect (see  also  report,  below)  is 
a publicly-funded  effort  to 
determine  the  sequence  of 
the  3bn  chemical  units,  or 
bases,  that  make  up  the 
human  genetic  code.  "We 
are  making  a serious  com- 
mitment to  harnessing 
sequence  data  for  two  pri- 
mary purposes  - to  And 
novel  targets  for  drug  dis- 
covery and  to  find  novel 
therapeutic  proteins  candi- 
dates," says  Mr  BumoL 

The  company  is  bringing 
together  proprietary  and 
public  databases  to  create  its 
own  internal  databases  and 
providing  desktop  tools, 
based  on  technologies, 
including  artificial  intelli- 
gence and  neural  networks, 
to  mine  the  databases. 

Sheldon  Ort,  Ell  Lilly’s 
information  officer  for  IT, 
discovery  and  research,  says 
that  over  the  past  three 
years,  its  investment  in 
bio  Informatics  has  grown 
exponentially.  "This  Is  not 


just  in  terms  of  hardware 
and  software  but  also  on  the 
people  side." 

The  emergence  of  bioinfor- 
matics  as  a discipline  is  also 
prompting  the  start-up  of 
specialist  software  and  ser- 
vices companies.  One  of  the 
leading  bioinformatics  ser- 
vices companies  is  the  gen- 
omics specialist  Incyte  Phar- 
maceuticals, in  Palo  Alto, 
California,  which  provides 
databases  and  genomic  data 
management  software 
enabling  the  pharmaceutical 
Industry  to  identify  new  tar- 
gets and  pathways  for  drug 
discovery  and  development 

Other  companies  such  as 
Perkin  Elmer  and  Oxford 
Molecular  specialise  in  pro- 


the entire  drug  discovery 
process. 

At  its  launch . Steve  Gard- 
ner, the  chigf  executive,  said 
competitive  pressures  within 
the  pharmaceutical  industry 
had  led  to  major  changes  in 
the  way  drug  research  was 
done.  “New  drug  discovery 
techniques  are  generating 
much  more  research  data, 
which  makes  effective  use  of 
Information  more  important 
than  ever  before." 

Inpharmatica  alma  to  iden- 
tity novel  drug  targets  by 
integrating  computer  model- 
ling techniques  with  gen- 
omic data,  ft  will  apply  mod- 
elling techniques  to  gene 
sequences,  to  recognise  arid 
predict  the 


‘A  lot  of  drug  companies  are  sitting  on 
valuable  data  which  they  are  not  able 
to  handle  effectively’ 


viding  software  that  makes 
it  possible  to  link  up  differ- 
ent types  of  data  from  public 
and  private  sources.  In 
Europe,  one  of  the  leading 
bioinfonnatics  services  pro- 
viders is  Lion  Biosciance. 
based  in  Heidelberg,  Ger- 
many. Its  main  product  is 
bio  Scout,  an  Integrated 
bioinformatics  platform 
which  Includes  functions 
such  as  gene  sequence  anno- 
tation, gene  function  predic- 
tion and  three-dimensional 
homology  structure  model- 
ling. 

Last  year  saw  the  launch 
of  two  such  companies  in  the 
UK:  Synomics,  based  in 

Cambridge,  and  Inpharma- 
tica in  London.  Synomics, 
which  styles  itself  “a  phar- 
maceutical research  infor- 
matics company”,  says  it 
will  provide  an  integrated 
and  flexible  research  infor- 
mation management  system 
that  operates  throughout  the 
research  enterprise  and. 
manages  data  flow  across 


three-dimensional  structures 
of  the  proteins  for  which 
they  code,  then  through 
analysis  and  classifications 
based  on  protein  family  rela- 
tionships determine  their 
probable  functions. 

Ken  Powell  the  chief  exec- 
utive, said  this  was.  “not  a 
sudden  new  organisation”  It 
was  based  on  20  years  of 
research  on  predicting,  pro- 
tein structure  and  function 
from  sequence  data.  "The 
new  ingredient  is  the  vast 
volume  of  genomic  data 
which  is  now  available  in 
both  public  and  private  data- 
bases, and  the  fact  that  very 
few  pharmaceutical  or  bio- 
technology companies  have 
access  to  spedafist  bioinfor- 
matics skills  needed  to  make 
sense  and  extract  value  from 

this  data. 

“A  lot  of  companies  are 
sitting  on  valuable  data 
which  they  are  not  able  to 
handle  effectively.  We 'win 
make  the -data  miTnM6*‘Mblp 
and  apply  it  to  drug  .discov- 


ery," Mr  Powell  adds.  He 
argues  that  selection  of  this 
best  target  has  become  the 
critical  competitive  Issue  in 
drug  lead  discovery. 

“Inpharmatica  can  ease 
the  serious  bottleneck  which 
has  emerged  in  converting 
raw  sequence  data  into  high 
quality  information . . . our 
technology  detects 
extremely  distant  sequence 
relationships  that  are 
unavailable  to  our  competi- 
tors." 

Phil  Meadows,  a manage- 
ment consultant  with 'Com- 
puter Sciences  Corporation, 
says  that  at  the  same  time  as 
trying  to  digest  all  the 
research  data  generated  by 
genomics  and  other  research 
tools  information,  the  phar- 
maceutical and  biotechnol- 
ogy industry  needs  to 
damage  the  way  in  which  it 
innovates.  . . 

Instead  of  the  R&D  depart- 
ment churning-  out  drug 
compounds,  there  must  be  a 
pull  from  the  market  "There 
is  a need  to  integrate  pro- 
cesses across  the  organisa- 
tion. New  products  should 
arise  as  a result  of  combin- 
ing commercial  insight  with 
clinical  data  and  research 
tools  such  as  genomics." 

In  future,  he  says  compa- 
nies will  need  web-enabled 
knowledge  management 
structures  and  processes. 
-"This  will  enable  them  to 
select  leads  and  design  clini- 
cal protocols  from  a flood  of 
potential  new  molecules,  tar- 
get populations  and  strategic 
alliances.” 

Mr  Ort  agrees.  “The  new 
genetic  technologies  are  not 
just  generating  p re-clinical 
data  sets,  they  are  also  lead- 
ing to  a revolution  in  clinical 
research  and  fuelling'  tbe 
feedback  loop  to  discovery.” 
In  the  next  10  years,  pharma- 
cogenomics  -r  showing-  how 
the  different  genetic 
make-up  of  individuals  influ- 
ences the  efficacy  of  drugs  - 
will  lead  tq  .customised  and 
safer  treatments.  - 


“pay  per  use”  baste;  he  main- 
tains. _ ' 

However,  getting  rid  of  the 
headaches  of  complex  com- 
puting also  means  placing 
critical  functions,  such  as 
business' records  and.  billing 
systems-  fxi-  thie'  hands  of  a 
third  party:  In  an  era  of 

tn^rnatririgpftmrtern  ahfflrt  tfti» 

privacy  and' security  of  com- 
puter records,  this  might 
prove  to  be  e barrier  to  the 
growth  of  the  services  that 
Oracle  is  planning. 

Computer  users  are  eager 
for  easder-to-use  computer 
systems  mid  the  software 
industry’s  mew  emphasis -on 
simplicity  is.  broadly  wel- 
comed. Yet  the  rapid  growth 
of  information  technology 
spending  over  the  past  few 
years  fieenas.  .likely  to  back- 
fire on  computer  and  soft- 
ware companies  in  the  . new 
miilimniTim  as -users  settle 
for  “good  enough”  systems 
and  software,  rather  than 
struggling  to  keep  pace  with 
the  very  latest  IT  products. 


Having  a cecum  to  tbe  right 
information  jhti  people  a 
broader  perspective. 

Tte  impact  of  their 
department  on  die  com  pan  j- 
and  tile  impact  of  otter 
departments  on  their  owo. 
TW  «ui  plan  better  and 
coordinate  tbe  flow  of 
information.  across  tbe 
organisation. 

TW ' eon  -better  align 
departmental  goals  with  long- 
range  corporate  goals.  That's 
bnsbwm  intelligence  from 

Cognos. 
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Genonomics,  a powerful  new  weapon  to  fight  disease 
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Oar  new  offices  In  Hew  York  and  San  Frandsoi  will  be  opened  soon. 

To  extend  our  team,  we  are  looking  for  further  quqfied  Software  Engineers. 


Perhaps  the  most  significant 
new  research  tool  Is  genomics 
- the  abffity  to  Hnk  gene 
sequence  to  gene  fcratkm ' 
'and  use  this  information  to  ‘ 
treat  or  prevent  disease.  To 
give  an  idea  of  the  volume  of 
data  being  generated  in  this 
field,  scientists  announced 
recently  that  they  had 
completed  the  sequencing  of 
the  100m  bases  (chemical 
units)  that  make  up  the 
genetic  code  of 
Caenorhabdttls  etegans. 

The  sequence  of  this 
one-ml  fflrnetre  long  worm  Is  of 


interest  because  many  of  the 
estimated  20,000  genes  it 
codes  for  also  occur  in 
humans.  Finding  common 
genes,  or  homologies, 
between  humans  and  other 
organisms  is  important 
because  it  is  much  easier  , to 
elucidate  what  a gene  codes  " 
for  in  a worm  (consisting  of 
fewer  than  1,000  cells),  than  In 
humane. 

The  current  difficulty  of  tNs 
approach,  and  one  of  the' 
hurdles  that  bioln  formates 

needs  to  overborne,  fe  that 
many  of  the  databases  which 


contain  sequence  data  do  not 
foteP-operate.  This  means  that 
■a  researcher  woridng on  a . 
gene  In  one  organism  might, 
not  bp  able  to  find  the  same 
gerve  In  the  database  for . 
another  organism. 

100,000  genes  • 

The  volume  of  data  In  the 
C-etegans  sequence  is 
lightweight  next  to  the  human 
genome,  which  consists  of 
3bn  bases  coding  foraraund  . 
100,000  genes,  The  exact 
order  of  these  3bri  bases  is 


being  determlnacl  In  the- 
Hunan  Genome  Project,  an 
International  effort,  to 
sequence  and  publish  the-  . 
entire  genetic  code  of  humans 
by  2002...  : 

In  December,  sderrtteta  ofi 
the  project  admowiedged  that 
it  was  not  sufficient  just  to 
chum  out  sequerfoe  data. 
Thus,  they  announced  plans 
to  invest  in  .the.devdopment 

of  bioirrfomwtfcs  tools  for 

analysing  the  data  and  in  the 

training  of  btainformatics 
exports. 

Nuala  Moran 
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TELECOMMUNICATION  SERVICES  by  Alan  Cane  . . ..  . 

Internet  represents 
threat  and  an  odd( 
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Telecommunications  operators  and  equipment  manufacturers  will 
have  to  maintain  a portfolio  of  products  and  services  to  compete 
in  tomorrow’s  data-centric  telecoms  environment 


The  unprecedented  spate  of 
mergers  and  acquisitions 
which  has  characterised  the 
telecommunications  Indus- 
try over  the  past  two  years 
has  its  roots  principally  in 
two  phenomena.  The  first  Is 

the  liberalisation  of  the 
majority  of  the  world’s  tele- 
coms markets  which  has 
brought  competition  to  most 
of  them  Tor  the  first  time  in 
more  than  100  years. 

Secondly,  the  explosive 
growth  of  the  Internet  has 
drastically  increased  the  vol- 
ume of  data  travelling  across 
the  global  telecoms  network 
and  forced  operators  to 
reconsider  their  basic  trans- 
mission strategies. 

Together,  they  are  forcing 
a third  phenomenon:  conver- 
gence or  the  pulling  down  of 
the  technical  and  commer- 
cial barriers  which  hold  tele- 
coms and  computing  apart 

Some  would  include  the 
creation  of  content  - both 
information  and  entertain- 
ment - within  the  definition 
of  convergence,  although 
most  telecoms  operators 
insist  they  are  interested 
only  in  the  transmission  of 
information  rather  than  set- 
ting up  In  competition  with 
Hollywood- 


The  concept  of  conver- 
gence is  not  new.  Ever  since 
it  became  clear  that  every 
kind  of  Information,  when, 
converted  into  binary  digits 

- the  language  of  computers 

- could  be  transmitted  and 
processed  in  the  same  way, 
the  expectation  bas  been 
that  the  two  sectors  would 
meld  together.  Cultural  and 
technical  differences  have 
for  most  of  this  century  pre- 
vented any  such  marriage . 

Today,  the  advent  of  low 
cost  personal  computers, 
which  converted  the  Internet 
overnight  into  a service  for 
the  market,  bos  served 
to  bring  convergence  closer 
than  ever  before. 

It  will  not,  however,  bring 
benefits  fin*  either  manufac- 
turers or  operators  automati- 
cally. David  Edmonds,  direc- 
tor general  of  the  UK  Office 
of  Telecommunications, 
introduced  a degree  of  scep- 
ticism when  he  told  a confer- 
ence last  year  T am  for  con- 
vergence, but  not  for  its  own 
sake.  Convergence  has  the 
possibility  of  delivering  new, 
cost  effective  telecoms  ser- 
vices, as  well  as  existing  ser- 
vices. cheaper  and  better.  To 
the  extent  that  it  fulfils  that 
promise,  I am  for  it” 


The  manufacturing  and 
operating  sides  of  the  busi- 
ness, have  no  option  but  to 
address  the  question.  Tele- 
coms manufacturers,  for 
example,  are  finding  that 
revenues  from  traditional 
switching  systems  are  -In 
decline  as  operators  look  for 
equipment  more  suited  to 
handling  increasing  volumes 
of  data.  Ericsson,  the  Swed- 
ish manufacturer,  for  exam- 
ple, saw  its  shares  fall  by  a 
fifth  last  month  after  report- 
ing that  sales  of  wireline 
switching  equipment  were 
weakening. 

A response  for  traditional 
telecoms  manufacturers  has 
been  to  seek  skills  and  expe- 
rience in  data  communica- 
tions, chiefly  through  acqui- 
sition. Nortel,  the  large 
Canadian  manufacturer,  for 
example,  bought  Bay  Net- 
works, a Californian  data 
comma  manufacturer  for 
around  SSbn  In  the  middle  of 
the  year. 

Alcatel,  the  French  group, 
acquired  DSC  Communica- 
tions, a US  digital  switching 
company,  for  $4.1bn.  Lucent 
Technologies,  the  world’s 
largest  telecoms  manufac- 
turer. paid  $ll7m  for  Lannet 
an  Israeli  supplier  of  net- 


working equipment  / 

The  hard  fact  is-  .that  long 
distance  networks  Buflt,  to 
carry  data  can  deliver  can® 
at  up  to  70  per  cent  less  cost 
than  con vmtional.  networks. 

There  axe  two  reasons. 
Data  switched  of  the  ldnd. 
made  by  Cisco  or  3Com  dost 
less  and  have  better  perfor- 
mance than  conventional 
central  office  switches.  Also, 
the  capacity  of  fibre  optic 
networks  has  Increased  a 
thousandfold  in  die  past 
decade.  • ~- 

Tel  egeography , the  author- 
itative US  publication,  cites 
research  which  shows  that 
succeeding  generations  of 
switching  technology  cut  the 
price/performance  doubling 
time  by  about  half,  in  other . 
words,  conventional  switch 
technology  doubles  its  per- 
formance for  the  same  price 
every  80  months. 

Switches  using  ATM 
(asynchronous  transfer 
mode)  technology  take  only 
40  months  while  packet 
switches  and  routers 
expressly  designed  to  handle 
data,  take  only  20  months  to 
double  their  performance. 

Telecoms  operators  are 
forming  unorthodox  alli- 
ances to  stay  flhunrf  of  the 
“data wave1*.  In  the  most 
spectacular,  old  foes  AT&T 
and  British . Telecommunica- 
tions agreed  last  year  to 
work  together  to  create  a 


Data  ecSpses  voka  - wiB  revenue  foBaw? 

Oats  traffic  treason  tor  U5  Kmpifctaoce  Itdutty  (Capacity  Gtes.  U>oiO) 


The  rise  of  submarine  caMecapacftjr . 

Tots  system  capacities  (Gbps) 
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TELECOM  MUNI  CATIONS  SUPPUER  PROFILE 

MCI  WORLDCOM 

US-based  operator  makes  an 
aggressive  dash  for  growth 

MCI  WoridCom’s  turnover  exceeds  $30bn.  It  has  75,000  employees  and  operates  a 
45,000-mile  fibre  optic  network  in  the  US  and  a 2,000-mile  network  in  Europe 


Less  than  five  years  ago, 
WorldCom  was  a little-known, 
US-based  telecommunications 
operator  trailing  a efistant 
fourth  behind  its  domestic 
rivals,  Sprint,  MCI  and  the 
Industry  colossus  AT&T. 

Today,  following  the 
successful  completion  of  the 
acquisition  of  MCI  last  year, 
WorldCom  is  the  second 
largest  long  distance  carrier  In 
the  US  with  direct 
connections  to  more  than 
33,000  office  buildings. 

It  boasts  a market 
capitalisation  of  more  than 
SlOObn,  enough  to  threaten 
that  of  AT&T,  is  building  what 
it  claims  wU)  be  the  first 
pan-European  network 
combining  both  local  and 
long-distance  elements  and  is, 
analysts  say,  the  company 
most  likely  to  succeed  In  the 
new,  liberalised  telecoms 
market  Jack  Grub  man. 
Salomon  Smith  Barney’s  top 
telecoms  analyst,  noted 
recently  in  justifying 
predictions  of  a doubling  of 
the  share  price  to  $80-390  by 
the  end  of  toe  yew:  There 
are  few,  if  any.  companies 
anywhere  that  are  as  large  as 
World  Com,  that  have 
WortdCom’s  growth  potential 
and  the  visibility  WorldCom 
has  for  continuation  of 
top-line  growth". 

The  company  had,  he  said, 
the  best  strategic  position  In 
the  industry.  "We  believe 
WorldCom  remains  toe  ‘must 
own’  growth  stock  in  anyone's 
portfofio".  (Salomon  Smith 
Barney  was  adviser  to 
WorldCom  on  Its  purchase  of 
MCI.) 

Two  phenomena  have 
combined  to  help  catapult 
MCI  WorldCom,  as  it  is  now 
known,  into  the  front  rank  of 
international  operators.  One 
was  the  opening  to 
competition  of  most  of  the 
world's  major  telecoms 
markets.  The  other  is  toe 
spectacular  growth  of  toe 
Internet,  which  played  to  the 
strengths  of  carriers  with 
sophisticated  networks 
capable  of  carrying  data  traffic 
efficiently. 

MCI  WorldCom  is  both 
fiercely  competitive  and  the 


operator  of  one  of  the  w odd’s 
most  advanced  data 
networks.  The  company’s 
earty  years  were  marked  by 
dramatic  growth  achieved 
through  a frantic  series  of 
mergers  and  acquisitions. 

The  pace  has  not 
slackened.  John  Sidgmore, 
the  company’s  chief 
operations  officer,  said  it  had 
made  68  acquisition  in  four 
years. 

The  most  spectacular  was 
snatching  MCI  from  under  the 
nose  of  British 
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Bern*  Ebbers,  president  and 
chief  executive  - and  the  power 
behind  MCI  WortdCom’s 
Inexorable  rise 

Telecommunications  in  1397 
with  a buccaneering.  S37bn 
all-paper  bid  tor  the  US  long 
distance  operator,  a world 
record  at  toe  time. 

it  had  earlier  bought  MFS.  a 
US  operator  with  a significant 
interest  In  Europe.  MFS 
specialised  in  constructing 
fibre  rings  around  major 
business  centres  giving  it 
direct  access  to  potentially 
lucrative  business  customers. 

World  Corn's  aggressive 
dash  for  growth  raises  a 
number  of  interesting  points. 
First,  it  was  able  to  afford  to 
make  so  many  acquisitions  in 
such  a short  time  because  of 
toe  astonishingly  high  values 


which  telecoms  stocks  have 
enjoyed  in  the  US  over  the  . 
past  few  years.  This  has  made 
It  easier  for  US  players  to 
make  share-based 
acquisitions  overseas  than 
vice-versa. 

Second,  it  underlines  the 
importance  of  ownership  of  . 
assets  in  today’s  competitive 
environment  WorldCom  has 
sought  out  companies  to 
acquire  which,  like  MFS,  own 
their  own  infrastructure. 

Mr  Sidgemore  explains  that 
companies  which  own  their 
own  networks  enjoy  both 
lower  costs,  because  there 
are  no  Interconnection  fees  to 
pay,  and  higher  refiabflity. 
Quality  can  be  rigorously 
managed  because  cans  are 
not  “handed-off"  to  other 
operators.  New  products  can 
be  introduced  fester  because 
there  is  no  need  to  move  at 
the  speed  of  others' 
technological  development. 
“We  like  to  control  an  the 
votes”  Mr  Sidgemore  says. 

It  is  also  a significant  player 
In  the  internet  business 
through  its  ownership  of 
UUNET,  a leading  service 
provider.  Satisfying  toe 
regulatory  requirement  for  toe 
completion  of  the  MCI 
acquisition  meant,  however, 
disposing  of  MCl’s  extensive 
Internet  Interests  to  Cable  and 
Wireless  of  the  UK. 

The  power  behind  MG 
WoridCom’s  inexorable  rfee  is 
BemJa  Ebbers,  its  colourful 
president  and  chief  executive. 
It  tuns  over  more  than  $30bn 
annually,  has  75,000 
employees  and  operates  a 
45,000-miie  fibre  optic 
network  in  toe  US  and  a 
a,Q00-mile  network  In  Europe, 

Its  other  international 
interests  include  a controlling 
interest  in  Em  bra  tel,  the  only 
nationwide  network  in  Brazil,  it 
is  buHding  a digital  network  to 
link  business  centres 
throughout  Latin  America  in 
conjunction  with  Telefonica 
IntemacionaJ,  the  international 
arm  of  the  Spanish  telecoms 
group.  It  was  the  first 
toreign-owned  telecoms 
company  to  Japan  to  offer 
voice  and  data  services  over  a 
wholly-owned  network  )n 


global  data;  network  based 
on  Xpteraei  tbgkpqjiigif;  • ■. 

Cable  and  TOteless-'irftfce 
UK  moved  qnfokly-  to  secare 
the  Internet  assets  of  MCI 
when  Teg&lators.  demand 
their  disposal  as  the  price 
for  agreeing  the  MCI/Worid-' 
Crap  merger.  The  deal,  cost- 
ing C&W.  about  £ibn,  cata- 
pulted it  into,  rhp  front  r»nlt 
of  internet  backbone  suppli- 
ers- r ■ * 

. The  Internet  represents 
both  a.  threat  and  an  oppor- 
tunity to  .conventional  opera- 
tors. Their  rigid  structures 
and 'comparative  unfounffiar- 
ity  with  the  technology 
means  that  other,  more  agile 
playbrs  could  steal  the  mar- 
ket from 

VCicfrover-the^Intemet.  a 
way  of  MMftif  voice  at 
low  cost  using  data  technol- 
ogy, wifi  certainly  cause  a 
decline  in  revenues,  in  the 
next  few  years.  • - 

On  the  otbc  hand,  as  con- 
ventional voice  telephony 
moves  to  commodity  pricing, 
they  will  be  dependent  on 


ftsUfeorif 


(exJBpart  -Eon**' 


the;  Internet  anfother  data' 
systems  for  higher 
value,  added  flrvjces  to 
maintain  reveimi 

A number  ofbperators 
including  AT&Tbeatsche 
Telekom  and  Sam*  of  Fin- 
land are  already  ekriment- 
ing  with  voice  overhe  inter- . 
net.  According  tojargaret 
Hopkins  of.  the  Uiconsul- 
taney  Analysys:  “Afcough 
the  market  is  raatvely 
smaffl,  it;is  growing  badly. 
The  growth  is  being  riven 
by  opportunities  foLrice 
arbitrage  and  is  very  kpdfic 
to  particular  roatas.  H isar- 
tietdariy  successful  on 
routes' .to  countries  wbh 
have  opt  yet  opened  thr 
markets  to  competition. 

"On  routes  where  there* 
strong:  competition-  at 
plenty-  of  capacity,  Intenu 
telephony  cannot  compete." 


The  principal  inference 
from  sill  of  these  develop- 
ments Is  that  operators  and 
manufacturers  alike  Will 
have  to  maintain  a portfolio 
of  products  and  services  to 
-compete  in  tomorrow’s  data^ 
centric  telecoms  envirov  j 
ment  It  .will  not  be  enou&f 
to  dominate  a particular 
niche.  Success  will  depend 

on  a comprehensive  under- 
standing of  market  develop- 
ments and  the  will  and  agil- 
ity to  colonise  new  and 
unfamiliar  areas. 

□.  As  the  charts  (bekno) 
indicate,  global  teledensity 
(the  number  of  phone  lines 
per  100  people)  varies  greatly 
and  is  directly  related  to 
income.  With  Gbn  people  on 
the  globe,  there  are  still  only 
700m  telephone  tines,  but  this 
figure  will  rise  to  nearly 
2jbn  by  2002. 
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Tokyo.  It  Is  half-owner  with 
C&W  of  the  Gemini  bans-... 
atfantic  submarine  cable  : 
which  went  into  service  last 
year.  AO  of  this  supports 
analysts’  contention  that  it  is  • 
the  only  operator  which  owns  * 
US  local  and  long-distance 
assets,  undersea  cable  assets, 
a high  capacity  internet 
backbone  and  international 
assets. 

Its  revenues  are  growing  at 
about  20  per  cent  a year  and 
'rt  has  low  debt  Many  experts 
believe  that  It  Is  the 
international  player  best  ... 
equipped  to  take  advantage  of 
the  huge  and  growing 
demand  for  data  and  Internet 
protocol-based  services. 

Mr  Grubman  of  Salomon 
argues  that  the  key  to 
success  for  an  international 
carrier  is  to  be  able  to  serve 
multinational  customers  with 
cross-border  services. 
"Considering  that  WorldCom 
has  4,000  city  network  rings 
worldwide  and  network 
facilities  that  cover  two-thirds 
of  global  telecoms  traffic, 
nobody  can  capture  more 
cross-border  traffic  than 
WortdCom,"  he  enthuses. 

There  are  question  marks, . 
however,  . over  the  company’s 
ability  to  manage  Its  growth. 
“We  have  to  learn  how  to 
remain  ag8e,“  says  Mr 
Sidgmore.  "We  want  to  be  the 
world’s  largest  small 
company". 

Qualty  of  execution  is,  of 
couse,  the  key.  Mr  Ebbers 
has  proved  a daring  and 
opportunistic  deal-maker,  but 
he  has  never  run  an 
organisation  the  size  of  MCI  - 
and  WorldCom  combined.  It 
remains  to  be  seen,  for  • 
example,  whether  the  cultural 
cSfferences  between  the  two 
companies  can  be  smoothed 
away.  . 

Operating  synergies  of 
$2.Sbn  are  expected.  In  1999, 
Increasing  to  $5.6bn  by  2002 
with  capital  expenditure 
savings  of  S2bn  In  1999  and 
beyond.  Whether  management 
synergies  can  also  be  realised 
wfll  be  better  understood  In  • 
the  earty  years  of  foe  next 
mfilennium. 

. Alai  Cane 
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launch  of  the  euro 


Currency  debut 
almost  glitch-free 


After  a frenetic  race  to  ensure 
that  computer  systems  were 
able  to  cope  with  the  euro, 
Europe's  new  single  currency 
was  launched  with  fanfares  at 
the  start  of  the  year. 

In  London,  some  30,000 
City  employees  passed  up  • 
their  New  Year  celebrations  to 
convert  securities  and  bank 
accounts  into  euros. 

But  although  there  were  no 
major  disasters,  a few 
technical  glitches  did  occur. 
One  concerned  Target,  the 
^uiropean  Central  bank's 
VWstem  clearing  high  value 
1 "Payments.  Due  to  problems  in 
> thePortuguese  payments 
system,  there  were  delays  of 
more  than  an  hour  on  some 
days  in  closing  Target.  But 


bankers  said  these  delays  had 
caused  no  significant 
problems.  A few  other  errors 
were  reported  in  foreign 
exchange  settlement  and 
securities  custody. 

Some  fund  managers  ware 

concerned  about  the 

settlement  process  for  early 
trades  carried  out  in  euros. 

ECB  officials  said  the  Target 
delays  were  not  caused  by 
problems  In  the  system  itself, 
but  some  banks  had 
experienced  problems  with 
wrongly  routed  or  mishandled 
orders.  . 

Target  links  the  high  value 
payments  of  all  15  EU 
countries,  so  operations  at  the 
centre  can  be  held  up  by 
glitches  in  national  systems. 


Most  banks  had  a troubte-frea  start  for  the  euro.  Above:  bank  customers  In  Man,  Italy,  ffi  out  forms  next  to  a poster  reeding  “euro  6 
ora”  (euro,  it’s  now).  Although  euro  banknotes  and  coins  wH  not  be  in  use  before  2002,  citizens  of  11  European  countries  adopting  the 
euro  can  have  their  bank  accounts  fai  auras  and  use  credit  cards  to  buy  goods  in  the  new  currency.  ap 


Rivals  mount  new  threat  to  Windows 

Oracle,  the  software  company,  is  enlisting  Sun  Microsystems  in  its  bid  to  compete  with  Microsoft,  writes  George  Black 


Oracle,  the  world's  leading 
database  vendor,  is  joining 
forces  with  Sun  Microsys- 
tems, the  workstation  manu- 
facturer. In  its  challenge  to 
the  Windows  operating  sys- 
tem of  rival  Microsoft  The 
two  US  companies  have  con- 
firmed that  they  intend  to 
aflvelop  new  software  which 

fjfiU  compete  directly  with 

\jfyindows. 

. ’ The  joint  venture  is  expec- 
ted to  centre  on  the  fusion  of 
Oracle's  database  system,  by 
far  the  most  widely  used  in 
the  corporate  market,  with 
Sun's  Solaris  product,  a ver- 
son of  Unix,  the  most  popu- 
lar corporate  operating  sys- 
tem. Both  companies  will 
have  the  right  to  re-sell  the 
resulting  software  as  a sin- 


gle product. 

Oracle  will  also  try  to 
negotiate  licensing  deals 
with  other  companies  to  sell 
the  product.  Oracle  and  Sun 
say  they  will  launch  the  first 
fruits  of  their  collaboration 
early  this  year. 

The  new  operating  envi- 
ronment is  expected  to  use 
Internet  browser  software 
similar  to  Microsoft's  Inter- 
net explorer  and  Netscape’s 
Navigator  to  replace  Win- 
dows at  the  user  end  of  the 
system. 

Windows  at  present  has 
more  than  90  per  cent  of  the 
market  in  personal  computer 
operating  systems,  although 
a much  smaller  share  in  the 
market  for  operating 
systems  of  more  powerful 


machines  and  networks, 
where  Unix  and  other  older 
systems  still  predominate. 

However,  Microsoft's  Win- 
dows NT  product  is  rapidly 
gaining  market  share 
against  Unix.  Novell's  Net- 
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ware  and  the  rest. 

Oracle  and  Sun  Hear  that 
NT  may  in  a few  years  gain 
the  same  dominant  status  in 
the  corporate  server  market 
as  Windows,  has  on  the 
world's  desktops.  It  is  this 


fear  that  has  preoccupied 
Oracle  over  the  past  couple 
of  years  and  has  driven  it 
into  the  alliance  with  Sun  to 
produce  a radical  alterna- 
tive. 

The  dominance  of  Win- 
dows is  at  the  heart  of  the 
anti-trust  case  brought  by 
the  US  government  and  a 
number  of  US  states  against 
Microsoft. 

Paradoxically,  the  market- 
ing of  a new  Oracle/Solaris 
product  could  weaken  the 
case  that  it  has  become 
impossible  to  compete  with 
Windows  in  the  market 

Sun  has  independently 
taken  action  to  try  to  reduce 
Microsoft's  dominance  by 
announcing  that  it  will  give 
away  its  Java  software  free 


of  charge  to  software  devel- 
opers. At  the  same  time,  H 
said  it  would  allow  other 
companies  to  manage  part  of 
the  development  of  the  lan- 
guage, which  is  seen  as  cru- 
cial to  writing  programs  for 
the  Internet  and  to  develop- 
ing electronic  commerce. 

Sun  had  been  widely  crit- 
icised for  being  slow  to 
develop  the  language,  which 
it  invented  and  still  owns. 

It  appears  now  to  have 
responded  to  pressure  to 
open  up  Java  by  licensing  it 
to  developers  to  encourage 
more  rapid  development  and 
create  a "pure”  standard 
independent  of  Microsoft. 
Microsoft  markets  its  own 
version  of  Java,  linked  to 
Windows. 


□ Government  witnesses 
are  expected  to  conclude  giv- 
ing their  evidence  in  the 
anti-trust  suit  against  Micro- 
soft this  month.  The  case 
has  resumed  alter  a break 
for  Christmas  and  New  Year. 

Microsoft  has  argued 
strongly  that  the  take-over 
of  its  browser  rival  Netscape 
by  America  Online,  the  lead- 
ing Internet  services  pro- 
vider. undermines  the  case 
against  it. 

South  Carolina  has  with- 
drawn from  the  suit  because 
of  that  deal.  Judge  Thomas 
Penfield  Jackson  acknowl- 
edged that  the  deal  marked  a 
"significant  change”  in  the 
market.  But  government 
lawyers  have  denied  that  it 
affects  their  case. 


UK  WHITE  PAPER 


Backing  for  e-commerce 


-•  c- 


The  UK  government  has 
committed  itself  to  creating 
n knowledge-based  economy 
kiafid  spreading  electronic 
W.lmmerce.  In  a white  paper 
■ton  competitiveness  and  a 
proposal  for  an  electronic 
commerce  bill  announced  in 
the  Queen’s  speech  to  parlia- 
ment, the  government  has 
marked  a clear  shift  from  its 
predecessor  in  promising  a 
more  interventionist  stance 
aimed  at  modernising  the 
country  through  the  use  of 
IT. 

The  competitiveness  white 
paper  stressed  that  rapid 
developments  in  information 
and  communications  tech- 
nology were  turning  know- 


ledge into  the  most  impor- 
tant factor  in  economic 
growth.  Britain  was  catching 
up  with  Its  competitprs  in 
this  area,  it  claimed 

To  accelerate  the  process 
it  was  necessary  to  stimulate 
those  industries  and  'encour- 
age consumers  to  be  more 
receptive  to  their  products 
and  services.  The  electronic 
commerce  bill  wQl  allow  dig- 
ital signatures  to  be 
accepted  as  equivalent  to 
signatures  on  paper  and 
appoint  "trusted  third  par- 
ties” to  underwrite  digital 
signatures  as  well  as  holding 
the  keys  to  encryption 
systems. 

Both  of  these  proposals  are 


likely  to  be  extremely  con- 
troversial. The  first  will  be 
criticised  because  the  best 
method  of  legitimising  digi- 
tal signatures  is  still  hotly 
disputed  -among  lawyers. 
The  second  has  already  been 
attacked  by  opponents  who 
say  that  the  government  is 
seeking  to-. retain  control 
over  encryption,  disregard- 
ing the  best  interests  of 
industry,  which  would  Hire  a 
free  market  in  encryption 
products- 

The  government  says  it  is 
prepared  to  consult  industry 
over  the  details  of  the  hill, 
but  is  unlikely  to  give  up  its 
position  that  encryption 
must  he  controlled.  Licen- 


sing of  systems  is  to  be  vol- 
untary, but  unlicensed 
systems  will  not  have  the 
same  legal  force  as  licensed 
ones,  under  the  govern- 
ment’s proposaL 
There  will,  therefore,  be 
strong  pressure  for  elec- 
tronic traders  to  use  licensed 
systems.  In  the  US,  an  offi- 
cial report  on  Internet  com- 
merce launched  by  President 
Clinton  emphasised  that  the 
Internet  should  remain 
largely  self-regulated,  but 
promised  limited  govern- 
ment measures,  to  boost  the 
growth  of  electronic  com- 
merce. 
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YEAR  2000 


Small  businesses 
ignore  date  issue 


Just  over  half  of  British 
companies  with  between  10 
and  250  staff  and  three-quar- 
ters of  smaller  ones  have  so 
far  failed. to  act  on  the 
so-called  millennium  com- 
puter “bomb”.  This  is 
revealed  in  a review  of  the 
country’s  readiness  for  the 
computer  .-date  changeover, 
one  year  ahead  of  the 
moment  of  truth,  by  the  gov- 
ernment taskforce  Action 
2000. 

The  review  is  generally 
optimistic,  stating  that  key 
public  services  are  “largely 
ready”  and  90  per  cent  oi 
large  firms  are  on  course  to 
be  ready  to  cope  with  the 
date  issue.  But  small  and 
medium-sized  businesses 
remain  “worryingly  behind”, 
which  causes  concern  for  the 
larger  companies  they  sup- 
ply. 

Don  Cruickshank,  Action 
2000’s  chairman,  said  he  was 
especially  concerned  about 


these  smaller  businesses, 
adding  that  they  needed 
more  help  from  their  large 
customers.  Action  2000's 
managing  director.  Gwyn- 
neth  Flower,  said  some  com- 
paniess  thought  they  bad 
plenty  of  time  left,  others 
believed  a simple  solution 
would  suddenly  appear,  and 
a further  group  thought  the 
problem  had  been  over- 
stated. “They  are  wrong  on 
an  counts,”  she  said. 

Mr  Cruickshank  referred 
to  a “tremendous  spirit  of 
behind-the-scenes  collabora- 
tion” between  big  compa- 
nies, especially  those  respon- 
sible for  public  services. 
“Rivalries,  secrecy  and  com- 
petition have  been  set  aside 
In  a common  cause.”  . 

This  month.  Action  2000 
will  make  more  detailed 
statements  on  the  prepara- 
tions in  the  power,  telecom- 
munications, finance,  trans- 
port and  water  industries. 


Vodafone  launches 
bid  for  AirT ouch 


The  rapidly  changing 
telecoms  sector  is  set  for  a 
further  shake-up  with  UK- 
based  Vodafone’s  proposal  to 
merge  with  AirTfouch  in  a 
deal  valuing  the  US-based 
cellular  phone  company  at 
some  $55bn- 

The  move  was  aimed  at 
putting  BeH  Atlantic,  the  US 
regional  telecoms  operating 
company,  out  of  the  race. 
Bell  Atlantic  has  been  pre- 
paring a bid  for  AirTouch 
worth  some  $45bn.  Both 
companies  have  been  in 
talks,  but  had  yet  to  fix 
terms  for  a deal  at  the  time 
of  Vodafone's  offer. 


The  success  of  Vodafone, 
which  has  grown  rapidly 
since  its  formation  is  years 
ago  - it  is  one  of  the  top  10 
UK  companies,  measured  by 
market  capitalisation  - 
would  create  the  world's 
largest  mobile  phone  group. 

Vodafone  aims  to  struc- 
ture the  deal  as  a merger  of 
equals,  although  the  terms 
could  change  as  negotiations 
progress.  The  announcement 
of  the  deal  triggered  off  a 

further  wave  of  speculation 
about  other  passible  bidders 
for  AirTouch.  However,  MCI 
WorldCom  later  ruled  Itself 
out  of  the  bidding. 


RESEARCH  DIGEST 

Optimism 
in  the  IT 
sector 


Executives  in  high 
technology  businesses  are 
more  optimistic  about  pros- 
pects for  their  own  compa- 
nies and  the  industry  than 
for  the  worldwide  economy, 
says  a Price waterfa  onseCoop- 
ers  survey. 

The  average  growth  in  the 
industry  expected  next  year 
by  the  376  executives  ques- 
tioned was  1L5  per  cent,  but 
they  expected  their  own 
companies  to  grow  by  2SJ2 
per  cent  and  the  economy  as 
a whole  by  only  2.7  per  cent 

World  market  for 
personal  computers 
up  12  per  cent 

The  worldwide  personal 
computer  marts et  is  expected 
to  show  growth  of  12J2  per 
cent  in  the  fourth  quarter  of 
1998  on  the  same  quarter  the 
previous  year,  according  to 
International  Data  Corpora- 
tion. This  reflects  the 
strength  of  the  US  and  west- 
ern European  economies,  as 
well  as  a return  to  growth  in 
Asia  Pacific  and  Japan.  For 
1996  as  a whole,  the  PC  mar- 
ket grew  around  II  per  cent 
and  this  year  is  expected  to 
grow  another  128  per  cent 

Smaller  companies 
will  need  to  invest 
more  in  IT 

Europe's  top  500  buyers 
spent  4.2  per  cent  less  on  IT 
systems  in  1998,  according  to 
a study  by  Spikes  Cave  11,  the 
market  research  company. 
However,  total  spending  on 
IT  was  up  by  around  8 per 
cent  and  the  researchers 
forecast  that  it  will  grow 
another  8 per  cent  this  year. 
The  figures  suggest  that  fear 
of  recession  is  having  some 
influence  on  larger  compa- 
nies' spending  plans,  but 
smaller  ones  may  still  have 
to  invest  much  more  to 
tackle  the  year  2000  and  euro 
issues. 

Better  management 
data  sought 

The  quest  for  better  manage- 
ment information  will  be  the 
main  reason  for  upgrading 
systems  in  1999,  reports  con- 
sultancy Tate  Bramald. 

The  survey  was  conducted 
among  929  British  finance 
and  business  executives,  64  - 
percent  of  whom  gave  better 
strategic  information  as 
their  main  objective.  The 
need  to  achieve  year  2000 
compliance  as  well  as  euro 
compliance  was  stated  as  the 
main  reason  for  upgrading 
by  47  per  cent 


Information  burden 
eases 

Concern  about  “informa- 
tion overload”  has  dimin- 
ished as  people  have  begun 
to  learn  how  to  cope  with  it, 
says  a study  by  Reuters,  the 
international  news  and 
information  supplier. 

Only  42  per  cent  of  manag- 
ers now  believe  it  is  a prob- 
lem, compared  to  65  per  cent 
the  year  before  last  But  in 
Hong  Kong,  62  per  cent  said 
the  overload  caused  their 
personal  relationships  to  suf- 
fer, compared  to  a world 
average  of  40  per  cent 

In  eastern  Europe,  many 
managers  say  they  still  do 
□ot  have  enough  business 
Information. 

Systems  market 
buoyant 

The  distributed  systems 
management  market  is  set  to 
grow  from  $l98bn  this  year 
to  C278bn  in  2003.  forecast 
analysts  at  Ovum. 

The  Improvement  in  ser- 
vice level  management  tools 
Is  good  for  in-house  IT 
departments,  which  are 
struggling  to  prove  to  senior 
managers  that  they  can  cope 
with  the  job  better  than  out- 
sourcing providers,  say 
researchers.  New  tools  will 
enable  them  to  demonstrate 
the  contribution  that  IT 
makes  to  the  business. 

Asian  demand  will 
rebound 

The  Asia-Pacific  region  Is 
likely  to  stage  a comeback  in 
demand  for  information 
technology  products  this 
year,  according  to  analysts 
at  Gartner  Group’s  Data- 
qnest  subsidiary. 

Personal  computer  end- 
user  revenues  from  the 
region  will  grow  by  18  per 
cent  to  around  $i8bn  and 
server  revenue  will  rise  6 per 
cent  to  $3^b,  it  says. 

Computer  printer  sales  are 
likely  to  rise  &5  per  cent  to 
$28bn.  Dataquest  said  this 
would  mark  a recovery  from 
the  1998  low  figures,  caused 
by  the  Asian  financial  crisis. 

IT  spending  not 
clearly  evaluated 

Most  companies  admit  they 
carry  out  no  evaluation  of 
their  share  of  Britain's  £28bn 
annual  expenditure  on  infor- 
mation technology,  says  a 
report  by  the  consultancy, 
CEC  Europe. 

Two-thirds  of  companies 
reported  that  they  had  no 
process  by  which  they  could 
satisfactorily  measure  the 
return  on  their  IT  Invest- 
ment Yet  93  per  cent 
claimed  their  IT  strategy 
was  In  tune  with  the  compa- 
ny’s business  plan.  The 
report _ was  compiled  on  the 
basis  of  responses  by  105 
senior  decision  makers 
across  several  industries. 
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IBM  sells  data  network 

AT&T,  the  US  telecommunications  operator,  has  bought 
IBM's  data  network  tor  the  unexpectedly  high  price  ot  S5bn. 
The  deal  provides  AT&T  with  a global  data  Infrastructure,  a 
huge  base  of  corporate  customers  and  more  than  a minion 
individual  Internet  users.  The  sale  is  accompanied  by  a 
cross-outsourcing  arrangement,  whereby  AT&T  wiU  provide 
IBM  with  network  services  and  IBM  win  run  many  of  AT&T's 
core  computer  systems. 

Japan  setback  for  SAP 

SAP,  the  German  software  group,  unsettled  the  stock 
market  by  revealing  that  sales  problems  in  Japan  would 
leave  1998  profits  lower  than  expected.  It  said  profits  would 
show  overafl  growth  of  around  15  per  cent,  well  down  on  its 
previous  estimate  of  a 30-35  per  cent  pre-tax  Increase. 
Results  were  also  disappointing  in  Russia.  Total  sales  were 
40  per  cent  higher  at  DM8.4bn  (S4.9bn).  with  expected 
growth  this  year  of  20-25  per  cent. 

Sema  wins  Olympics  contract 

Serna,  the  Anglo-French  computing  services  company,  has 
won  a high-profile  contract  with  an  estimated  value  of 
£3 00m  to  run  the  systems  for  the  Olympic  Games  from 
2001  to  2008.  This  followed  IBM's  decision  to  pull  out  of 
supplying  the  Olympics.  Sema  will  take  charge  of  the  2000 
games  in  Sydney,  the  2002  winter  games  in  Salt  Lake  City, 
the  2004  games  in  Athens  and  the  2006  and  2008  events. 

Siemens  and  3Com  joint  venture 

Siemens,  the  German  electronics  and  electrical  group,  and 
3Com,  the  US  network  equipment  maker,  are  to  form  a 
$1 00m  Joint  venture  to  develop  systems  fa- sending  voice 
phone  cafls  across  data  networks.  The  technology  is 
expected  to  be  adopted  by  call  centres  for  connections  to 
Internet  sites  and  for  videoconferencing  between  personal 
computers.  The  market  for  such  systems  Is  expected  to 
grow  to  $4bn  over  foe  next  three  years. 

Cisco  buys  router  company 

Cisco,  the  leading  network  equipment  manufacturer.  Is 
buying  PipeSnks,  a developer  of  routers  that  can  send  voice 
and  data  over  telephone  lines  and  the  Internet.  PI  pel  inks  is  a 
privately  held  company  In  which  Cisco  has  had  a minority 
stake  since  1997.  Cteoo  said  the  $126m  acquisition  would 
help  It  to  supply  telecommunications  operators  with 
products  for  integrated  voice  and  data  transmission. 

Thomson  stakes  sold 

Four  of  the  top  international  computing  and 
telecommunications  companies  - Alcatel,  Microsoft,  DirecTV 
and  NEC  - have  each  bought  7.5  per  cent  stakes  in  the 
French  electronics  group  Thomson  Muftimecfla.  Analysts  say 
the  company  could  be  floated  this  year,  but  the  future  of  the 
organisation  depends  on  the  French  government’s 
willingness  to  reduce  Its  majority  stake. 

Scottish  deal  for  Novell 

Novell,  the  networking  systems  company,  is  buying  a Sim 
minority  stake  in  Edinburgh-based  Orbital  Software,  an 
Internet  search  specialist  It  is  the  first  investment  by  Novell 
outside  the  US.  Orbital  was  set  up  in  1995  by  two  former 
academics  from  Heriot-Watt  University  In  Edinburgh.  Its 
product,  called  Persona  Server,  Is  already  offered  with 
Novell  Directory  Services,  one  of  the  principal  Internet 
searching  systems. 

Network  companies  combine 

Globa!  TeleSystems,  a telecommunications  operator  in 
eastern  Europe,  Is  to  buy  Esprit  Telecom,  which  has  similar 
interests  mainly  In  western  Europe.  Together,  they  could 
offer  voice,  data  and  Internet  services  to  businesses  across 
the  continent.  Global  will  pay  E456m  for  Esprit  Neither  is 
yet  in  profit  but  they  own  a network  of  around  9,200km  of 
high-capacity  fibre  cable. 

Microsoft  invests  in  Qwest 

Microsoft,  the  personal  computer  software  company,  has 
invested  $200m  In  Qwest,  a US  broadband  network 
developer.  Qwest  aims  to  become  one  of  the  leading 
carriers  of  Internet  traffic.  Microsoft  has  bought  only  1 .5  per 
cent  of  the  shares,  but  intends  to  work  closely  with  Qwest 
on  developing  systems  for  electronic  commerce. 

Siemens  to  operate  UK  savings 

The  UK’s  National  Savings  department  Is  to  be  run  by 
Siemens  Business  Services  in  a £1bn,  15-year  deal  with  the 
Treasury.  Around  3,800  civil  servants  will  be  transferred  to 
Siemens.  National  Savings  records  wiH  be  fully 
computerised  end  Its  sales  operations  will  be  expanded. 

George  Black 
E-mafl:  obg26@dial.pipex.con) 
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TRAINING  by  John  Kavanagh 


Internet  will  make  an 


impact  across  the  board 


Although  more  companies  are  using  a 
combination  of  computer-based  and 
traditional  classroom  courses,  the  World 
Wide  Web  is  unlikely  to  replace  expert 
professional  trainers 


Compromise  is  replacing 
confrontation  in  IT  training. 
Companies  are  takingthe 
view  that  new  and  tradi- 
tional methods  both  have  a 
role  - no  longer  to  the  exclu- 
sion of  each  other  but, 
increasingly,  in  combination. 

The  confrontation  of  the 
mid-1990s  was  perhaps  inevi- 
table as  suppliers  or  comput- 
er-based training  on  CD- 
Roms  attacked  traditional 
classroom  courses. 

The  traditional  training 
companies  responded  by 
becoming  outlets  for  their 
new  competitors. 

Now,  the  Internet  is  help- 
ing to  bring  the  two  together 
to  meet  training  needs 
which  neither  can  handle 
alone  under  all  circum- 
stances. 

Formal  classroom  courses 
still  dominate  IT  training  in 
revenue  terms,  accounting 
for  between  75  and  80  per 
| cent,  according  to  various 
studies.- 

Key  Note,  the  specialist 
research  company,  lists  the 
strengths  as  the  immediate 
availability  of  an  expert  pro- 
fessional trainer,  who  can 
adjust  the  speed  and  empha- 
sis to  match  the  students; 
the  higher  status  attached  to 
such  courses;  the  fact  that 
staff  regard  being  sent  on 
one  as  recognition  of  their 
value  to  their  employer  and 
the  formal  certificate  that 
people  often  get  at  the  end. 

Weaknesses  are  that 
courses  are  usually  paid  for 
in  advance,  so  unforeseen 
absence,  for  example 
through  work  pressures, 
means  the  fee  is  lost;  people 
are  absent  from  the  work- 
place; competent  students 
can  become  frustrated  if  the 
course  Is  held  back  by  less 
competent  people;  and  every- 
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the  New York  Stock  Exchange,  above,  watches  a computer 


morftor  as  IT  stocks  rebound 


Justin  McCarthy  of  Sybase: 
Thore's  no  substitute  for 
interacting  with  an  instructor' 


Starting  yoimg:  technology  holds  no  fears  for  these  chddran  in  Scotland  who  are  interacting  via  video 
and  telephone  with  pupils  at  other  schools  in  their  region 


thing  is  covered  in  a single 
course  on  a single  occasion, 
even  though  much  of  what  is 
covered  will  probably  not  be 
used  immediately. 

Indeed,  Sybase,  the  US 
software  company,  says 
studies  show  that  informa- 
tion retained  in  a student's 
mind  24  hours  after  a class- 
room course  is  no  more  than 
25  per  cent  at  best  and  nor- 
mally around  15  per  cent. 

Self-study  computer-based 
training  scores  a^tinst  some 
of  these  weaknesses:  people 
do  not  have  to  leave  their 
work-place  and  can  fit  study- 
ing round  their  work:  this 
method  is  seen  as  cheaper, 
especially  if  licences  allow 
many  people  to  use  the  same 
product;  and  it  can  be  dipped 
into  at  any  time,  for  example 
to  answer  a Quay  when  a 
particular  feature  of  a soft- 
ware product  is  needed. 


However,  weaknesses  in 
computer-based  training  in 
turn  fall  prey  to  the 
strengths  of  classroom  train- 
ing. In  particular,  there  is  no 
expert  on  hand  and  it  is  diffi- 
cult to  design  products  that 
handle  all  questions  well. 
Key  Note  also  says  that 
learning  through  self-study 
is  usually  spread  over  a lon- 
ger period. 

Enter  the  Internet  At  its 
simplest,  training  through 
the  Internet  means  accessing 
computer-baaed  courses  at  a 
supplier's  web  site.  At  the 
other  extreme  there  are 
courses  combining  self-study 
.mH  pia^  discussion  led  by  a 
teacher.  These  can  be  online 
through  Internet  chat  facili- 
ties, using  the  keyboard,  or 
indirectly  through  electronic 
bulletin  boards. 

“Corporate  databases,  doc- 
uments. presentations  and 


computer  conferences  can 
now  be  woven  together  with 
Internet  technologies  and 
accessed  through  a web 
browser.”  says  Richard  Run- 
in  er,  who  is  a specialist  con- 
sultant at  PA  Consulting 
Group. 

Even  so,  the  jury  is  still 
out  an  this  latter  approach. 
Some  big  suppliers  have 
adjusted  their  targets  in  this 
area  in  the  last  18  months 
and  a further  approach  is 
now  starting  to  emerge 
which  brings  all  the  others 
together. 

Hewlett-Packard,  Sybase, 
PA  Consulting  Group  and 
others  are  moving  to  combi- 
nations of  computer-based 
and  classroom  learning 

They  are  building  pre-class 
and  post-class  computer- 
based  sessions  into  their 
courses.  “This  approach 
allows  students  to  assess 


their  level  of  knowledge  by 
looking  at  materials  and  tak- 
ing tests  before  they  go  to  a 
class,"  says  Sybase  educa- 
tion manager  Justin 
McCarthy. 

“If  necessary,  they  can  get 
up  to  speed  on  certain  parts 
of  the  course  before  going  to 
the  classroom. 

The  web  cannot  replace 
tbe  classroom  experience,  be 
says.  There’s  no  substitute 
for  interacting  with  an 
instructor  whose  experience 
can  help  people  learn  what 
they  need  to  know.  Indeed,  if 
people  come  better  prepared 
to  the  classroom,  the 
instructor  can  become  more 
of  a coach,  fitting  the  teach- 
ing more  precisely  to  indi- 
viduals’ work  needs. 

“However,  the  classroom, 
with  its  isolated  learning 
e vaits,  can't  match  the  need 
for  constant  skills  enhance- 


ment and  updating  against 
change."  he  says.  Sybase  has 
found  that  keeping  overall 
course  length  constant  but 
cutting  the  number  of  days 
in  the  classroom  by  half  - 
and  mixing  m online  materi- 
als before  and  after  - has 
increased  retention  rates. 

In  addition,  it  is  finding 
that  if  people  have  the  facili- 
ties to  review  the  Informa- 
tion after  a week  and  then 
after  seven  weeks,  retention 
rates  exceed  60  per  cent. 

PA  Consulting  Group  has 
also  started  using  the  combi- 
nation approach  where 
appropriate  in  management 
education  programmes. 

“One  challenge  facing  a 
programme  for  a major  cli- 
ent was  how  to  continue  the 
enthusiasm  generated  dur- 
ing- the  physical  sessions 
when  the  participants  dis- 
persed to  their  different  loca- 
tions,'’ Mr  Rimmer  says. 

“Our  Learning  Net 
approach  helped  capitalise 
on  that  enthusiasm,  provid- 
ing a central  point  for  com- 
municating and  sharing  ref- 
erence materials  and 


working  papers.  It  is  now 
being  developed  from  its 
support  role  to  a resource 
that  managers  will  use  to 
share  actions,  information 
and  progress  as  they  take 
the  learning  from  the  prorV 
gramme  into  implementing! 

tion.”  V 

Different  training  methods  \ 
suit  different  topics  and  dif- 
ferent people.  One  view  is 
that  office  products  are 
broadly  well-suited  to  brief 
introductions  and  then 
access  to  a CD-Rom  or  Web 
site  for  short  bursts  of  train- 
ing on  particular  facilities 
when  they  are  needed:  and 
that  technical  IT  subjects 
are  best  taught  through  a 
combination  of  preparatory 
computer-based  materials, 
including  automated  tests  to 
highlight  gaps  in  knowledge, 
then  intensive  classroom 
training. 

The  research  firm,  Key 
Note,  forecasts  good  contin- 
ued growth  for  all 
approaches  - but  perhaps 
inevitably  sees  the  Interne?-, 
gradually  making  an  impac  A 
across  the  board.  -Jr* 
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COMPUTER  GAMES  by  Michael  Dempsey 


Small  screen  players 
graduate  to  Hollywood 


The  world  of  big-time  entertainment  is  taking  a close  interest  in  digital  games  as  their 
appeal  spreads  across  the  age  range  and  visual  quality  improves  sharply 


The  computer  games 
industry  has  matured  into  a 
global  Industry  in  the  past  20 
years.  It  emerged  from  popu- 
lar home  computers  that 
now  look  puny  and  primitive 
beside  today’s  desktop  PCs. 
The  mass  appeal  of  games 
consoles  like  the  Sony  Plays- 
tation helped  propel  com- 
puter games  into  the  league 
or  big  business, 

Sony  has  sold  43m  Playsta- 
tions, creating  a huge  mar- 
I ket  for  games  products  and 
spawning  impressive  rival 
developments  in  the  process. 

The  computer  games  com- 
panies have  a consumer  elec- 
tronics heritage,  and  their 
first  focus  is  on  releases 
planned  for  the  next  12 
months.  But  the  demo- 
graphic profile  of  computer 
gamers  Is  changing.  The 
next  century  will  see  games 
written  for  and  played  by 
both  tbe  very  young  and  the 
very  old. 

In  Germany.  Tlvola  Verlag 
is  selling  eight  games  titles 
aimed  at  children  of  three 
and  above.  Nursery  schools 
are  a fertile  selling  ground 
for  these  games  which  it  is 


claimed  win  help  the  devel- 
opment of  hand  to  eye  coor- 
dination in  young  children. 

Lego,  the  Danish  toys 
giant,  has  set  up  Lego  Media, 
dedicated  to  producing  com- 
puter games  aimed  at  chil- 
dren of  six  and  older.  It 
expects  sales  to  more  than 
triple  leap  in  1999. 

Mark  Livingstone,  Lego 
Media’s  worldwide  managing 
director  has  his  sights  set 
firmly  on  the  Internet.  He 
behoves  that  linking  a recog- 
nised consumer  brand  to  a 
secure  and  controlled 
method  of  accessing  the 
Internet  will  bring  huge  divi- 
dends for  a small  number  of 
players. 

“Lego  products  will  share 
in  the  real  earning  of  age  of 
the  Internet  through 
branded  portals  [access 
points]  that  parents  know 
are  safe  for  children  to  use." 
Sarah  Radford,  Tivola’s  UK 
managing  director,  believes 
that  the  advent  of  television 
quality  images  on  PCs  will 
bring  games  to  a wider  audi- 
ence. and  nates  that  the  buy. 
lng  decision  for  games  soft- 
ware is  no  longer  made  by 


young  adult  males  preoccu- 
pied with  shooting  aliens. 
“It’s  amazing  how  many 
sales  we  make  to  grandpar- 
ents buying  CD-Roms  for 
their  grandchildren  to  play 
with  when  they  visit" 

The  world  of  the  computer 
game  is  taking  skills  and. 
tricks  from  the  most 
advanced  computer  software 
used  in  business.  SAS  Insti- 
tute. a privately-owned  com- 
pany. produces  complex  pro- 
grams that  hold  and  analyse 
vast  amounts  of  corporate 
data. 

In  1996,  SAS  spun  off  a 
team  of  software  developers 
who  operate  in  a wholly- 
owned  but  physically  sepa- 
rate company.  South  Peak. 
The  core  of  South  Peak  is  an 
SAS  technology  called  video 
reality,  a technique  of  con- 
necting video  images  to  give 
tbe  viewer  360-degree  vision 
without  any  breaks  or  visi- 
ble lines  between  the  90-de- 
gree segments  of  the  view. 
Scenes  from  reality  are  cap- 
tured on  a video  camera 
before  being  incorporated  in 
South  Peak  products. 

Doug  Walker,  tbe  principal 


. -t;-1  - 

k*; 

r?m  ■ 

V 

'In. 

' n ■- 

) T ’r[: 

Bectranfc  violence:  Victor  Johnson,  with  Capcom,  demonstrates  the  X-Moi  versus  street  Rghter 
video  game  for  the  Sony  PlayStation  gaming  system  at  the  Electronic  Entertainment  Expo,  held  at  the 
World  Congress  Center  in  Attanata,  Georgia.  A wide  variety  of  electronic  wotence  « ms&abte  for 
today's  state-of-the-art  gaming  stations  ap 


games’  developer  at  South 
Peak's  studios  at  Cary, 
North  Carolina,  used  to 
work  on  development  tools 
for  the  code  behind  the  large 
industrial  software  from 
SAS.  He  is  a complete  con- 
trast to  the  typical  games 
developer,  who  usually 
becomes  involved  in  tbe 
industry  through  personal 

PTrtfmgMfmv 

But  Mr  Walker  and  South 
Peak  illustrate  how  technol- 
ogy Is  erasing  over  from  tbe 
mainstream  of  IT  to  produce 
new  and  lucrative  games. 
“The  development  work  for 
one  of  our  best-selling 
games.  Temujin,  cost  22m. 
But  we  can  use  the  tech- 
niques employed  in  writing 
it  elsewhere." 

With  the  elimination  of 
pixels  and  blocky  images 
and  the  detail  that  comes 
from  videoing  the  games 
environment.  South  Peak 
thinks  it  can  win  over  games 
players  who  are  bored  with 
the  current  standards  of  ani- 
matiotL 

Pictures  on  video  screens 
comprise  triangular  atomic 
shapes  measured  by  poly- 
gons per  second  (PPS).  Nvi- 
dia. a Californian  company 
that  makes  graphics  proces- 
sors for  personal  computers 
and  PC  components,  predicts 
that  video  quality  will 
improve  dramatically  from  a 
current  rate  of  one  million 
PPS  to  25m  PPS  over  the 
next  decade. 

While  the  the  visual  qual- 
ity of  gamps  will  match  the 
cinema,  tbe  film  industry 
trill  merge  with  games  devel- 
opers. This  process  is 
already  under  way  at  Cre- 
ative Edge,  a games  software 
house  in  Scotland. 

David  Wlghtman.  the  man- 
aging director,  points  out 
that  small  companies  will  no 
longer  be  able  to  produce  an 
entire  game.  Expertise  will 
be  bought  in  and  amalgam- 
ation  will  take  place,  mirror- 
ing tbe  recent  history  of  Hol- 
lywood. 

“Photo-realism  will  come 
from  high  resolution  chips 
and  screen  technologies.  Tbe 
characters  in  each  game  will 
have  far  more  detail,  so  art 
directors  will  become 
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new  X FSes  video  game  at  an  BfcJiww;  Entertainment  show  in  Atlanta,  Georgia  , 
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involved  and  development 
will  become  more  expensive. 

No  one  operation  will 
build  an  entire  game,  so 
teams  will  come  together 
with  one  group  for  character 
development,  one  for  anima- 
tion, one  for  background 
scenery  and  so  on." 

The  economics  of  the 
industry  will  change,  with 
far  less  left  to  chance  as 
games  development  becomes 
as  sophisticated  as  the  pro- 
duction of  Hollywood  block- 
busters. “More  planning  and 
investment  will  be  needed  to 
guarantee  a return,”  says  Mr 

Wlghtman 

This  means  that  successful 
games  will  automatically 
generate  sequels.  The  phe- 
nomenal success  of  Eldos,  a 
UK  games  company,  with  I 
the  character  of  the  curva- 
ceous Lara  Croft  appearing 
in  three  successive  Tomb 
Raider  games  selling  10m 
copies  worldwide,  paved  the 
way  for  this  trend.  Eidos  has 
already  sold  film  rights  for 
this  brand  to  Paramount 
Studios. 

Mr  Wlghtman  notes  that 
ownership  of  brands  will  be 
critical  in  this  commercial 
environment.  “In  10  years 
time,  our  company  will  be  a 
media  exploiter,  licensing 
rights  to  games  merchan- 
dise." 

Cable  TV  will  become  a 
prime  delivery  mechanism, 
with  players  subscribing  to 
games  services  and  chan- 
nels. Creative  Edge  is 
already  talking  to  MGM  Stu- 
dios in  Lds  Angeles  about 
collaboration  between  its 
graphics  experts  and  the  ani- 
mation programmers  for 


future  movies. 

Companies  like  Sony  and 
Nintendo  also  see  them- 
selves as  competing  in  the 
entertainment  sector, 
although  their  consoles 
employ  top-end  graphics 
technology  from  the  IT 
industry. 

In  the  first  decade  of  the 
next  century,  this  field  of 
entertainment  wtn  see  tens 
of  thousands  of  players  join- 
ing in  multi-player  games 
over  the  Internet  while 


domestic  users  of  cable  TV 
channels  find  tbemselves 
acting  as  characters  in  infi- 
nite variations  of  successful 
films  that  may  have  grown 
out  of  the  script  for  games 
adventures. 

The  boundaries  between 
the  games  industry  and 
other  entertainment  sectors 
will  become  increasingly 
irrelevant.  With  entertain- 
ment giants  ready  to  make 
massive  investments,  gamwi 
are  now  a global  business,  ■s. 
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FT-IT  REVIEW  13  THE  SHAPE  OF  THINGS  TO  COME 


VIEWPOINT:  JAMES  MARTIN  |T  guru 


No  Utopia  in  a 
world  dominated 
computers 

bu?iness  ^ the  next  century  will 

belong  to  those  who  can  master  the  complexity  of  life  in  a 
fast-changing  digital  environment,  says  James  Martin, 
interviewed  here  by  Michael  Dempsey 

James  Martin  is  a spry 
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65-year-old  who  has  helped 
" ’fine  the  shape  of  the 

industry  and  has 
views  on  the  Impact 
of  information  technology  on 
business  and  society. 

Popularly  known  in  the  IT 
industry  as  “the  father  of 
computer-aided  software 
engineering"  (case),  a 
disciplined  approach  to 
developing  large  prografus, 
UK-born  Mr  Martin  founded 
two  successful  software 
consultancies  after  19  years 
with  IBM. 

But  the  decades  of 
working,  lecturing  and 
wilting  101  books  relating  to 
technology  from  the  US, 
Ireland  and  Bermuda  have 
not  diminished  his  very 
British  character.  Mr  Martin 
retains  a dry  humour  and  an 
admirable  distance  from 
jSpme  of  the  more 
othusiastic  advocates  of 
tvanced  technology  for  its 
• own  sake.  “The  sugary 
euphoria  that  is  almost  a 
mandatory  part  of  every 
company  annual  report  is 
irrelevant." 

He  is  working  on  his  nest 
book,  forecasting  technology 
developments  over  the  first 
10  years  of  the  2 1st  Century. 
With  the  working  title  of 
“Chain  Reaction”,  it  is  aimed 
at  explaining  future 
technology  for  the  layman. 
But  in  common  with  most  of 
Mr  Martin's  titles,  it  will 
have  a strong  business 
flavour. 

One  of  his  best-known 
books.  The  Wired  Society, 
was  published  20  years  ago 
and  predicted  the  rapid 
growth  in  data  transmission 
shyer  networks  and  the  use  of 
^ Jectronic  funds  transfer  in 
/>ne  financial  sector. 

But  he  admits  that  his 
own  predictions  fall  into  two 
categories.  Some 
developments  can  be  tied  to 
a mathemathical 
measurement  and  be  made 
with  a high  degree  of 
certainty.  Others  remain 
extremely  subjective.  And 
the  exponential  growth  of 
technology  is  undermining 
the  number  of  predictions 
that  can  be  measured. 

"There  are  certain 
statements  you  could  make 
in  the  past,  such  as 
asKAwring  the  growth  in  the 
capacity  of  computer  chips, 
which  were  very  likely  to  be 
correct  But  now  the 
explosion  in  telecoms 

technology  is  outstripping 
^ i every  assumption  made  over 
u the  last  30  years. 

Some  fibre-optic  links  deal 
with  lOObn  bytes  of  data  a 
second  and  research 
laboratories  are  dealing  with 
transmission  in  the  order  of 
a trillion  bytes  a second. 
Technology  like  this  will 
mean  trunk  access  to  very 
remote  computers  at 
extremely  high  speeds.” 

Mr  Martin  foresees  the 
digital  television  screen 
growing  in  size  before 
yielding  to  wall  screens 
embodying  a very  high 
quality  of  sound  and  picture. 
“Ultimately i the  wallpaper 
itself  could  consist  of 
computers.  Homes  will  be 
foil  of  addressable 
processors  - you  could  have 
thousands  of  Internet 
addresses  in  one  house.” 

He  recognises  that  the 

all-pervading  processor  is 
•art  a recipe  for  Utopia.  “As 

* U»  Internet  spreads,  we  will 
Y confront  an  absolute  deluge 

* of  data.  So  the  data 
warehouse  will  be  very 
important  We  will  need  new 
techniques  to  derive  insights 
from  all  of  this  data." 

Mr  Martin  believes  that 

the  crisis  of  data -overload 
will  rejuvenate  research  into 
artificial  intelligence,  but 
that  this  will  take  an 
entirely  different  direction 
from  past  attempts  to 
replicate  human  thought 
processes. 

“Artificial  intelligence  has 
failed,  failed  totally.  The 
human  mind  is  incredibly 
subtle  and  complex  - you 
simply  could  not  design  the 
human  mind." 

Just  as  the  human  mind 
.finds  IT  difficult,  Mr  Martin 
thinks  the  real  computer 
intelligence  to  exploit 
masses  of  data  will  need 
tough  types  of  logic 
involving  huge  numbers  of 
extremely  powerful 
processors  working  in 
concert 

The  latest  impressive 

measure  of  computing 

capacity  is  the  Teraflop*  a 
trillion  floating  points  per 


Martin:  “TWenty  years  from  now,  business  In  the  Pacific  Ron  wffl 
recover  and  see  another  era  of  spedactiar  growth* 


second.  But  Mr  Martin  is 
focussed  on  thePeta,  a 
measure  of  1,000  Teraflops. 

The  initial  drive  behind 
this  technology  will  he 
nuclear  weapons  research, 
says  Mr  Martin,  a former 
Pentagon  adviser.  Eds 
evident  concern  over  the 
threat  posed  by  the  nuclear 
testing  contest  between 
India  and  Pakistan  Is 
balanced  by  the  thought  that 
massive  data  warehouses 
drilling  information  out  of 
the  avalanche  of  data  will 
emerge  from  the  machine 
that  works  in  Petas. 

Mr  Martin  takes  the 
business  of  foturegazing 
seriously,  an  attitude  that 
has  brought  bim  into 
conflict  with  Arthur  C. 
Clarke,  the  BritLsh-bom 
science  fiction  author.  Mr 
Clarke  is  frequently  credited 
with  Inventing  concepts 
such  as  the  communications 
satellite.  But  Mr  Martin 
points  to  Mr  Clarke’s  habit 
of  churning  out  predictions, 
noting  that  many  of  bis 
forgotten  forecasts  have 
come  to  nothing. 

Annoyance  with 
‘dangerous 
predictions  by 
fiction  writers’ 

Mention  of  Mr  Clarke 
provokes  a flash  of  emotion. 
“It  is  very  dangerous  to  use 
fiction  writers  to  predict  the 
future,”  says  Mr  Martin. 

They  are  in  the  business  of 
entertainment” 

His  anger  with  Mr  Clarice 
is  part  Of  Mr  Martin’s  wider 
annoyance  with  the  lack  of 
Intellectual  rigour  in  both  IT 
projects  and  business 

ventures.  “TO  understand 

the  long  term,  you  need  a 
very  broad  vision.” 

Tanking  back  at  his  past 
predictions.  Mr  Martin 
admits  his  o*11  mistakes. 
“When  I wrote  The 
Computerised  Society,  I was 
wrong  about  the  likely 
spread  of  computers.  The  PC 
has  moved  away  from  the 
corporate  world  and  into  the 
realm  of  the  common  man 
much  faster  than  I expected. 

I had  predicted  the  computer 

would  remain  the  property 
of  the  technical  boffins.  I 
didn’t  spot  the  way  the 
Internet  would  bring  data  to 

anyone  who  wants  it.” 

This  oversight  fits  In  with 

a pattern  Mr  Martin  has 
recognised  in  views  of  the 

future.  “People  

under-estimate  the  speed  at 

which  ordinary  people  get  to 
pips  with  technology  and 
learn  to  get  more  out  it." 

The  social  impact  of  IT  is  a 
recurrent  theme  to  Mr 
Martin’s  writing.  He  admits 
that  he  under-estimated  the 

way  an  affluent  society 
would  opt  for  more 


expensive  consumer  goods  - 
with  many  people  putting  in 
longer  working  hours  to  pay 
for  them  - rather  than 
demanding  greater  leisure 
time.  But  the  price  of  having 
a highly  productive 
computer  literate  workforce 
will  continue  to  be  high.  “It 
has  led  to  intense  social 
competition.  There  is  a very 
high  level  of  stress  in  US 
society,  witnessed  by  the 
number  of  people  on 
Prozac." 

Mr  Martin  Hunks  the  next 
century  will  belong  to  a 
relatively  narrow  segment  of 
society,  comprising  those 
who  can  cqpe  with  the 
complexity  of  working  life  in 
an  IT-dominated  world. 

“Some  people  are  masters 
of  complexity.  But  only  a 
very  small  proportion  of 
society  can  learn  how  to  deal 
with  the  kind  of  changes 
that  are  coming.”  This  new 
ruling  class  ran  already  be 
seen  in  the  rise  of  incredibly 
wealthy  individuals  who  are 
at  home  in  a global  trading 
environment  “George  Soros 
earns  more  money  than 
McDonald’s  - and 
McDonald's  has  160,000 
employees." 

Despite  the  current  slump 
in  Asia,  Mr  Martin  is 
convinced  the  region 
remains  a strong  long-term 
prospect  "Twenty  years 
from  now,  the  Pacific  Rim 
will  recover  and  see  another 
era  of  spectacular  growth. 

“China  will  be  run  by  very 
very  rich  people  In  Shanghai 
and  Beijing  who  will  be 
relying  on  much  better 
mmimiwtonrtnnft  and  tea* 
transmissian  to  pursue  their 
businesses.  You’ll  get  clever 
people  all  communicating 
over  vast  distances  and 
becoming  part  of  a 

community  of  virtual  (dubs 
of  the  bright” 

The  mass  of  the 
population  will  stfll  hook  up 
with  the  Internet  through  a 
more  capable  device  bom 
out  of  the  TV  set  But  Mr 
Martin  is  guarded  when 
pressed  on  the  fete  of  today's 
commercial  giants  In  this 
game.  “I  don't  think  that 
mass  access  to  electronic 
commerce  can  be  made  very 
easy  if  the  Microsoft 
operating  system  is  the 
backbone  of  the  network." 


He  hints  at  the 
vulnerability  of  very  large 
organisations.  “The  last  act 
of  a very  powerful  regime  is 
to  produce  a 1,000-page 
standards  manual.  Pm  not 
saying  this  is  Microsoft  yet, 
but...” 

Companies  that  are  wired 
into  compute1  networks- with 
massive  bandwidth  will  have 
the  capacity  to  exploit 
networked  data  and  change 
shape  quickly.  Mr  Martin 
thinks  these  operations  will  . 
be  the  commercial  stars  of 
the  next  20  years. 


Computers  avwyharac  traders  on  the  Boston  Stock  Exchange,  just  before  the  dosing  beZL  The  New  York  Stock  Exchange  has  tong  been  dominant  among  US  exchanges,  but 
in  recant  years  regional  stock  exchanges  in  San  Ftendsco,  Boston,  Chicago,  Philadelphia  and  Los  Angles*  have  been  taking  away  some  of  the  NYSE's  business  v 

‘HAVES  AND  HAVE-NOTS’  IN  A NETWORKED  WORLD  by  George  Black 


An  expanding  role  for  IT 
brings  looming  social  risks 


For  millions  of  people  excluded  from  the  benefits  of  new 
technology  and  the  Internet,  the  result  could  be  increasing 
resentment  and  alienation 


Information  technology  may 
be  about  to  transform  the 
world,  but  many  profes- 
sional futurologists  - espe- 
cially those  advising  govern- 
ments - are  worried  that  it 
wifi  also  sharpen  the  divi- 
sions In  society. 

They  paint  a very  different 
picture  of  the  world  In  the 
new  millennium  to  that 
which  is  promoted  by  IT 
vendors  and  IT  enthusiasts, 
seeing  a growing  split 
between  “information 
haves”  and  "have-nots”. 

While  the  more. affluent 
may  have  intelligent  soft- 
ware agents  working  dili- 
gently for  them,  searching 
the  Internet  for  luxury  goods 
and  services,  the  poor  may 
become  more  and  more 
alienated.  They  are  likely  to 
be  as  intimate  with  the 
Internet  as  they  are  with  the 
Ritz  hotel  - namely,  not  at 
all 

The  political  jargon  in 
industrial  countries,  a num- 
ber of  which  are  now  ruled 
by  centre-left  governments, 
is  “social  exclusion”. 

Governments  are  in  favour 
of  more  information  technol- 
ogy but  afraid  of  socially 
regressive  consequences. 

Exclusion  could  take  vari- 
ous forms.  First,  there  is  the 
Impact  on  the  job  market 
Some  academics  regard  mass 
unemployment  as  the  inevi- 
table and  permanent  conse- 
quence of  the  IT  revolution. 

On  the  other  band,  it  is 
argued  that  IT,  like  other 
technological  advances  in 
the  past  will  ultimately  cre- 
ate more  jobs  than  it 
destroys  and  that  these  will 
typically  be  more  desirable. 

There  is  general  agree- 
ment however,  that  moving 
millions  of  people  from  out- 
dated industrial  skills  to  IT- 
based  skills  is  a massive 
challenge.  The  size  of  the 
unemployable  underclass 
may  grow.  Jobs  will  go  to 
those  who  acquire  IT  liter- 
acy. But  in  most  industrial 
countries,  personal  computer 
ownership  extends  to  only 
around  a quarter  of  the  pop- 
ulation and  Is  skewed 
strongly  towards  the  upper 
socioeconomic  groups.  Some 
fen  homes  in  the  European 
Union  still  do  not  even  have 
a telephone. 

Governments’  response  Is 


to  stress  the  need  far  lifelong 
learning.  In  the  UK.  for 
example,  the  government  is 
investing  heavily  in  the  con- 
cept of  a National  Grid  For 
Learning  to  help  reduce 
social  divisions  and  spread 
education  more  evenly. 

Another  type  of  exclusion 
is  exclusion  from  goods  and 
services.  Information  tech- 
nology could  be  harntiMPd  to 
disenfranchise  unfavoured 
classes  of  people. 

It  is  a common  fear  that 
companies  use  computers  to 
keep  track  of  people's  behav- 
iour and  increasingly  there 
is  a rational  basis  for  that 
fear. 

IT  is  now  used  to  assess 
people’s  potential  as  con- 
sumers; If  they  deviate  too 
far  from  the  norm,  they 
could  he  cut  off.  Banks  will 
stop  credit,  retailers  will 
withdraw  offers  or  place 
their  outlets  in  areas  where 
there  are  “better”  customers. 
Is  it  politically  acceptable  for 
shops  to  be  out  of  reach  of 
the  poor  and  the  old? 


of  policy  and  research  at 
DemOS,  the  UK  think  tank 
raises  the  possibility  that 
governments  may  have  to 
impose  a statutory  duty  on 
financial  institutions  to  pro- 
vide equal  service  to  every- 
one. 

The  dangers  of  mass  exclu- 
sion may  shift  governments 
gradually  towards  a less  ltd s- 
sez-fcdre  view  of  social  pol- 
icy. In  a report  called 
Towards  a Global  Informa- 
tion Society,  the  Organisa- 
tion for  Economic  Co-opera- 
tion and  Development,  the 
Paris-based  economic  think- 
tank,  argued  that  policies 
must  be  designed  to  spread 
the  benefits  of  Information 
technology. 

It  emphasised  the  need  for 
stimulating  greater  competi- 
tion in  IT  markets  and 
introducing  measures  to  pro- 
tect the  vulnerable.  Specifi- 
cally, it  called  for  breaking 
down  the  barriers  between 
telecommunications,  broad- 
casting and  cable  networks, 
creating  broader  access  to 


T-Bgh  roller  room’ : Chinese  investors  gather  round  computer 
monitors  at  the  Shanghai  Securities  Exchange 


Digital  television  and  the  Internet 
could  put  more  information  services 
into  the  hands  of  those  who  can 
afford  it  - but  exclude  the  rest 


The  way  in  which  large 
corporations  use  personal 
information,  therefore,  looks 
likely  to  be  controversial  in 
the  new  milionritirm  a s data 
protection  laws  become 
tighter,  companies  will  be 
compelled  to  be  more  open 
about  why  they  hold  data. 
Using  it  to  discriminate 
against  certain  categories  of 
people  could  get  a company 
a name. 

The  poor  and  the  old  could 
be  further  excluded  from 
many  types  of  goods  and  ser- 
vices by  being  the  only  users 
of  enRh  - and  thus  having  to 
pay  a premium  - when  more 
prosperous  people  have  gone 
over  to  electronic  money. 
The  poor  could  be  forced  to 
live  in  a sort  of  “cash 
ghetto”  of  the  economy. 

At  some  point,  govern- 
ments may  ri  pctrie  to  switch 

off  cash  and  make  all  money 
electronic.  Pern  6,  director 


communications  networks 
and  digital  services,  review- 
ing the  regulatory  frame- 
work and  including  digital 
services  within  universal 
service  criteria  for  telecom- 
munications operators. 

Similar  concerns  trouble 
Britain's  left-of-centre  Insti- 
tute for  Public  Policy 
Research.  Access  to  informa- 


tion is  inseparable  from 
access  to  communications, 
argue  Cristina  Marrow  and 
Nick  Irvine  in  the  EPPR  pub- 
lication Access  Matters. 

Whereas  traditional  infor- 
mation was  made  available 
through  the  telephone,  most 
new  information  services 
require  a computer,  which  is 
much  less  widely  available. 
Digital  television  and  the 
Internet  could  put  more 
information  services  into  the 
hands  of  those  who  can 
afford  it,  excluding  the  rest. 

The  US  has  established  a 
Special  fond  backed  by  the 
Federal  Communications 
Commission  to  support  a 
universal  service  obligation, 
not  only  to  support  remote 
and  unprofitable  areas  but 
also  encompassing  schools, 
libraries  and  hospitals. 

According  to  Dimitri  Ypsl- 
lanti.  science  and  technology 
director  at  the  OECD,  this  is 


still  more  of  a noble  aspira- 
tion than  a working  project, 
but  it  is  probably  further 
advanced  than  anything  in 
Europe,  where  governments 
are  still  apparently  weighing 
up  their  options. 

Their  hesitancy  is  partly 
due  to  concerns  about  inter- 
vening in  the  market  to  back 
a particular  technology 
which  could  eventually  turn 
out  to  be  the  wrong  one. 

Partly,  they  are  con- 
strained by  the  problem  of 
having  to  require  telecom- 
munications operators  both 
to  compete  more  vigorously 
with  lower  prices  and  to 
offer  what  is,  in  effect,  a 
charitable  service. 

Policy  advisers  are 
remarkably  unanimous  in 
their  concerns.  Govern- 
ments, however,  are  slaw  to 
frame  measures  which  could 
help  to  alleviate  the  dangers 
ahead. 
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YEAR  2000:  FOCUS  ON  THE  NUCLEAR  INDUSTRY  by  Christopher  Price 


Planning  for  the  worst, 
hoping  for  the  best 

Around  the  world,  nuclear  power  experts  have  been  striving  to  ensure  that  the 
millennium  changeover  is  disaster-free.  But  checking  all  risks  is  a daunting  task 


There  is  a dilemma  at  the 
heart  of  the  debate  over  the 
millennium  computer 
"bomb”:  the  authorities' 
wish  to  publicise  the  issue 
must  be  made  at  the  risk  of 

spreading  undue  concern. 

Nowhere  is  this  dilemma 
more  obvious  than  in  the 
nuclear  industry.  The  poten- 
tially catastrophic  conse- 
quences of  a nuclear  acci- 
dent have  led  to  some 
high-profile  initiatives  by 
western  governments  to 
tackle  the  year  2000  Issue  - 
or  “Y2K"  as  it  has  become 
known  io  the  computer 
industry. 

However,  it  has  also  led  to 
discussions  over  the  state  of 
other  countries’  nuclear 
industries  being  sometimes 
glossed  over. 

Last  August,  for  example, 
confidential  minutes 
emerged  from  a meeting  of 


the  Group  of  Bight  industrial 
nations  and  the  European 
Commission  expressing  seri- 
ous doubts  over  the  ability 
of  developing  countries  to 
tackle  the  year  2000  com- 
puter date  problem  in  their 
nuclear  Industries. 

The  concerns  were  made 
after  the  meeting  discussed  a 
report  on  global  readiness 
for  2000,  when  some  com- 
puter systems  and  electronic 
products  with  embedded 
chips  will  be  unable  to  recog- 
nise the  change  of  date  from 
December  31,  1999  to  Janu- 
ary 1.  2000. 

The  report  expressed  con- 
cerns over  the  lack  of  skilled 
labour  available  In  many 
non-western  countries  to 
address  the  mPtenninm  com- 
puter "bomb"  issue. 

Eastern  Europe  was  one  of 
the  areas  highlighted  as 
being  of  particular  concern. 


While  much  attention  has 
been  given  to  the  nuclear 
defence  sector  of  Russia  and 
Ukraine,  the  preparations,  or 
lade  of  them,  by  the  former 
Soviet  Union’s  large  nuclear 
power  industry  has  gone 
largely  onre  ported. 

With  memories  of  the 
Chernobyl  disaster  still 
strong,  confidence  in  Rus- 
sia’s ability  to  ensure  the 
safety  of  their  nuclear  plants 
is  not  high  among  western 
experts. 

In  particular,  doubts  have 
been  expressed  over  whether 
the  country  has  enough 
engineers  to  tackle  potential 
year  2000  problems  among 
its  29  civilian  nuclear  reac- 
tors. There  are  a further  11 
plants  in  the  former  Soviet 
bloc  countries. 

However,  in  a recent 
Financial  Times  interview, 
Vitaly  Tolstonogovh  director 


of  the  Chernobyl  power  sta- 
tion. said  that  a simulation 
of  the  mfltennlnm  bomb  had 
been  performed  recently  on 
a reactor  of  stannar  manufac- 
ture to  the  one  at  Chernobyl 
In  the  Ukraine.  The  tests 
found  the  reactor  to  be  safe. 
"From  our  standpoint,  the 
reactor  is  safe,”  he  said. 

Analysts  also  point  ant 
that  the  former  Soviet 
Union’s  plants  are  older  and 
use  fewer  computers  and 
embedded  chips  than  the 
more  modern  types  used  in 
western  countries. 

However.  Serhiy  Parashin, 
a former  directin’  of  Cherno- 
byl. is  less  optimistic.  “The 
main  danger  is  that  we  sim- 
ply don't  know  what  will 
happen,"  adding  that  the 
best  hope  for  plants  of  the 
Chernobyl  type  is  that  if  the 
primary  system  fails,  the 
reserve  diesel  generator 


should  start  Should  it  not, 
everything  would ' simply 
halt  - in  theory  at  least 

But  as  the  Chernobyl 
disaster  demonstrated  in 
1986,  systems  can  fail  and 
situations  can  get  out  of  con- 
trol. 

One  of  the  biggest  chal- 
lenges feeing  countries  with 
a large  number  of  plants, 
according  to  Steve  Watkins, 
year  2000  programme  man- 
ager for  BNFL  Magnox  Gen- 
eration, the  UK  nng] par  gen- 
erator, is  attempting  to 
quantify  the  scale  of  the 
problem. 

“In  an  industry  bke  ours, 
where  safety  is  paramount, 
you  have  to  assume  the  very 
worst  Everything  must  be 
checked.  We  have  to  prove 
everything.” 

The  proof  has  to  be  veri- 


fied by  the  various  authori- 
ties in  the  UK  which  regu- 
late the  nuclear  industry. 
For  example,  BNFL  Magnus 
Generation's  eight  nuclear 
plants  have  run  date  change 

tests  tTOm  1998  to  1999.  and 
from  1999  to  2000,  which  are 
checked  by  the  Nuclear 
Installation  Inspectorate.  It 
then  issues  plant  with 

a Justification  of  Continued 
Operation  certificate,  with- 
out which  the  plant  could 
not  operate. 

Mr  Watkins  says  one  of 
the  key  differences  between 
the  nuclear  industry  and 
many  other  Industries  is 
that  its  year  2000  problems 
are  being  solved  as  a matter 
of  safety  rather  than  for 
commercial  reasons.  “This 
has  kept  our  focus  on 
safety.”  he  savs. 


Britain's  millennium 

“bomb”  programme  for  tne 
nuclear  industry  began  in 
earnest  three  years  ago.  It 
was  among  the  first  initia- 
tives to  investigate  the  prob- 
lem. and  its  subsequent 
actions  have  formed  the 
basis  of  the  code  of  practice 
on  embedded  systems  for 

both  the  Health  and  Safety 

Executive  and  the  Institute 
of  Electrical  Engineers. 

One  of  the  most  important 
checks  to  be  made  is  wire 
suppliers,  particularly  third 
party  ones.  “We  have  not 
relied  on  any  of  our  third 
party  suppliers  telling  us 
that  they  are  Y2K  compli- 
ant." says  Mr  Watkins. 

BNFL  Magnox  Generation, 


British  Energy,  has  around 
g'OOO  suppliers,  900  of  which 
are  important  enough  to 
warrant  checks  on  their  year . 
2000  compliance.  . . 

BNFL  Magnox  Genera- 
tion’s strategy  for  preparing 

for  a difficult  situation  up  to 

2000  has  involved  wblttlltfrv 
down  its  suppliers  to  - 
emergency  figure  of  20. 

However,  Mr  Watkins  is  1 
sure  that  the  steps  taken 
and  in  hand  will  be  enough 
to  combat  the  millennium 
challenge.  “I’m  confident 
that  we  will  have  mitigated 
the  risks  to  the  minimum." 

□ Case  studies  on  bow  vari- 
ous industries  are  approach- 
ing the  Y2E  issue  will  be 


looking  ahead 

FT  REVIEW  OF  INFORMATION  TECHNOLOGY 


FT-IT  REVIEW  THEMES 


New  IT  strategies  for 
digital  business  and 
finance  in  1999 


The  Internet  and  e-commerce 
will  be  prominent  among  the 
themes  featured  In  the  FT 
Review  of  Information 
Technology  this  year  as 
companies  and  their  customers 
move  increasingly  online 

Changes  in  the  IT  industry  itself  win  be  the 
main  focus  of  the  next  issue  of  the  FT-TT 
review  on  March  3. 1999.  This  issue  wil 
also  examine  the  impact  of  IT  on  the  media 
world  and  look  at  the  IT  systems  used  by  the 
new  European  Central  Bank. 

From  this  month  onwards,  the  review  wGI  carry 
regular  features  on: 

lj  IT  in  finance,  with  a special  focus  each 
month, 

UJ  Electronic  business. 

D The  millennium  date  issue. 

3 IT  news  update. 

Each  issue  win  indudo  a main  theme,  with  a 
cover  story  on  a topic  of  key  importance  to  IT 
users,  together  with  views  from  leading 
suppliers  in  the  rr  industry,  plus  our  regular  IT 
News  Update. 

Business  Solutions 
Series 

During  the  year,  there  will  also  be  a series  of 
special  issues  on  Business  Solutions  In  the 
areas  of  knawkxJgo  management,  enterprise 
resource  planning;  plus  managed  services  and 
outsourcing:  plus  a special  issue  on 
e-business,  isee  oerafs  below,  in  next  column). 

March 

Z Main  theme:  This  month,  the  world's 
largest  TT  show  takes  place  in  Hanover, 
Germany,  and  our  mam  theme  will  be:  The  IT 
Industry  m transition. 

Z Second  theme:  IT  and  new  media. 

Z Plus  our  regular  features,  including: 

Z IT  in  finance  - focus  on  the  European 
Ccmrsi  Bank. 

Z Electronic  business 

r Update  cn  the  millennium  date  issue;  how 
V3V.OU3  sectors  arc  tackling  the  problem. 

April 

Z Main  theme:  Internet  issues. 

Z Second  theme:  Java  updalo. 

~ Phis  regular  features,  including: 

Z-  IT  :n  finance  - focus  on  insurance. 

Z Electronic  business. 

Z Update  on  the  millennium  date  issue. 

May 

z Main  theme:  Mid-Sized  enterprises  - 

selecting  IT  strategies. 

Z Second  theme:  Telecommunications  - 
increasing  convergence  in  Information  and 
communication  technologies. 

Z Plus  regular  features,  including: 

Z 17  in  finance  - focus  on  venture  capital. 

“ Electronic  business. 

Z Year  20D0  update, 

June 

Z Main  theme:  Windows  - what’s  at  stake? 

Z Second  theme:  IT  in  manufacturing:  focus 
on  the  cad'cam  sector. 

Z Plus  regular  features,  including: 

□ IT  m finance  - this  month’s  emphasis  Is  on 


personal  finance. 

□ Electronic  business. 

□ Year  2000  update. 

July 

□ Main  theme:  Electronic  commerce  and  the 
wired  business. 

□ Second  theme:  IT  and  the  law  in  the 
run-up  to  the  year  2000. 

□ Regular  features,  including: 

□ IT  in  finance  - focus  on  retail  banking. 

□ Electronic  business. 

□ Update  on  the  millennium  date  issue. 

7 here  wW  be  no  issue  of  the  review  in  August 

September 

□ Mam  theme:  IT  in  retailing. 

□ Second  theme:  Supply  chain  management 

□ Phis  regular  features,  including: 

□ ITIn  finance  - focus  on  risk  management 

□ Electronic  business. 

□ Year  2000  update. 

October 

□ Main  theme:  Continuity  planning  ahead  of 
the  millennium  ■’bomb". 

□ Second  theme:  IT  In  education. 

□ Plus  regular  feature*,  including: 

□ IT  in  finance  - focus  on  investment 
banking. 

□ Electronic  business. 

November 

□ Main  theme:  Contfnufty  planning  for  the 
year  2000  (IQ- 

□ Second  theme:  IT  in  travel  and  leisure. 

□ Plus  regular  features,  including: 

C IT  in  finance  - focus  on  fund  management 

□ Electronic  business. 

December 

□ Main  theme:  The  Cyber  Millennium. 

□ Second  theme:  IT  in  the  search  for  the 
stars. 

□ Plus  regular  features,  including: 

□ IT  in  finance  - focus  on  securities  markets. 

□ Electronic  business. 

□ Focus  on  the  imminent  year  2000  date 
issue. 

Special  mid-month  issues 
on  e-business  and  business 
solutions 

During  the  year,  we  win  also  include  a series  of 
extra  reviews  on  key  business  issues: 

□ E-Business. 

□ Knowledge  Management 

□ Enterprise  Resource  Planning. 

□ Managed  Services  and  Outsourcing. 

For  more  information 

Editorial  synopses:  For  more  details  of  the 
next  two  issues  of  the  FT-IT  Review,  please 
use  the  special  fax-u-back  service  on:  0990 
209  903.  (Callers  outside  the  IK  efiai  exit  code: 
+44  990  209  903).  in  the  event  of  problems, 
send  a fox  request  to  Rowena  Carr-AJfenson, 

FT -IT  Review  on  0171  873  3197,  or  e-mail: 
Rowena  Carr-AHtnson9Fr.com 

Advertising;  fuN  derails  plus  e-mail  addresses 
relating  to  the  FT-IT  Review  and  the  Business 
Solutions  series  chi  be  found  In  the 
information  pond  on  page  three  of  this  current 
issue,  Or  write  to  the  Financial  Times,  Number 
One.  Southwark  Bridge,  London.  SE1  9HL. 


TRANSPORT  SOLUTIONS  by  Geoffrey  Nairn 


How  IT  will  help 
to  ease  travellers’ 
frustrations 

Experts  want  to  make  life  easier  for  users  of  road,  rail  and  air 
transport  through  the  systematic  application  of  IT,  but  they  are 
mostly  against  cars  being  favoured  over  public  transport 


Utopia  is  the  name  of  a 
computer  system  that 
attempts  to  control  traffic  in 
the  crowded  Italian  city  of 
Turin.  The  name  is  well  cho- 
sen, for  the  history  of  trans- 
port planning  has  often  been 
one  of  impossible  dreams. 

Today,  however,  there  is  a 
new  urgency  to  find  solu- 
tions to  chronic  traffic  prob- 
lems and  transport  telema- 
tics - the  application  of  IT  to 
transport  - has  emerged  as  a 
key  technology  to  help  real- 
ise the  vision  of  modern 
transport  networks  that  suc- 
cessfully balance  conflicting 
needs. 

“We  are  at  a turning  point 
as  far  as  transport  telema- 
tics is  concerned,"  says 
Petra  MoHet,  executive  direc- 
tor of  Polls,  an  organisation 
of  over  50  European  cities 
investigating  telematics  pro- 
jects to  improve  mobility 
and  the  environment  After 
a decade  of  research  and 
development,  analysts  say 
transport  telematics  is 
poised  to  enter  the  commer- 
cial mainstream. 

SRI  Consulting,  a US  con- 
sultancy, estimates  that  the 
market  in  North  America, 
Europe  and  Japan  could  gen- 
erate cumulative  sales  of 
S200bn  by  2011.  Some  of  the 
most  promising  uses  identi- 
fied by  SRI  are  technologies 
to  manage  commercial 
vehicle  fleets,  advanced,  traf- 
fic management  systems, 
electronic  toQ  collection  and 
public  transport  manage- 
ment. 

The  IT  industry'  has  woken 
up  to  transport  telematics. 

In  1998,  Intel  and  Microsoft 
unveiled  PC  technologies 
designed  to  run  telematics 
applications  in  cars.  Nokia, 
the  Finnish  telecoms  equip- 
ment supplier,  is  also  keen 
to  enter  this  market  with 


products  that  incorporate 
technologies  such  as  the 
Internet,  GSM  wireless  net- 
works and  Global  Position- 
ing System  satellite-based 
vehicle  tracking. 

Analysts  say  more  than 
8m  cars  In  western  Europe 
and  2.7  m in  the  US  will  have 
mobile  location  devices  by 
2005,  creating  a mass  market 
for  onboard  navigation 
systems,  emergency  locator 
services  and  other  applica- 
tions. Transport  telematics 
opens  a new  world  of  appli- 
cations that  we  probably 
cannot  imaging  today,”  says 
Razvan  Olosu,  Nokia  sales 
manager  for  smart  traffic 
products. 

Several  carmakers  plan  to 
install  Nokia  telematics 
products  in  their  vehicles 
during  1999,  the  company 
says.  But  transport  telema- 
tics is  not  just  for  the  benefit 
of  car  drivers,  *h°ngh  inevi- 
tably this  attracts  most  com- 
mercial interest.  Airports, 
ports  and  railways  can  all 
gain  from  technologies  to 
reduce  congestion  and 
improve  safety. 

Polis  sees  one  of  the  most 
rewarding  areas  for  telema- 
tics in  creating  multi-modal 
transport  systems,  which 
allow  goods  and  people  to 
undertake  “seamless”  jour- 
neys across  different  trans- 
port networks  and  national 
borders.  This  idea  is  highly 
relevant  to  Europe  as  the 
free  movement  of  people  and 
goods  spurred  the  creation  of 
a united  Europe  - and  the 
euro. 

Today,  however,  the 
demand  for  greater  mobility 
is  constrained  by  the  limited 
capacity  of  transport  net-, 
works;  the  consequences  are 
readily  visible  in  any  con- 
gested European  city  or  air- 
port One  of  the  key  aims  of 


transport  telematics  Is  to 
address  traffic  problems  in 
an  Integrated  fashion  and  so 
avoid  the  piecemeal  and  par- 
tisan planning  that  has 
plagued  transport  policy  in 
the  past 

“Integrated  transport 
systems  is  the  big  issue,” 
says  Ms  Mollet  “No  single 
telematics  application  is 
going  to  be  the  panacea  so 
we  have  to  integrate  applica- 
tions into  transport  policy  as 
a whole  and  get  co-operation 
between  different  actors." 

Example 

Turin,  like  many  Euro- 
pean dtles,  has  a growing 
traffic  problem  exacerbated 
by  the  inexorable  rise  in  car 
ownership  and  the  decline  in 
public  transport  usage.  As 
the  home  town  of  Fiat. 
Italy’s  largest  carmaker, 
Turin  is  understandably 
reluctant  to  adopt  punitive 
anti-car  measures. 

The  city  has  instead 
turned  to  telematics  solu- 
tions and,  in  particular,  inte- 
grated transport  manage- 
ment with  a scheme  called 
Telematic  Technology  for 
Transport  and  Traffic  in 
Turin  (5TJ,  funded  by  a con- 
sortium of  seven  companies 
from  the  public  and  private 
sectors. 

The  5T  Initiative  involves 
10  telematics  applications, 
including!  variable  message 
signs  to  warn  motorists  of 
congestion  or  show  the  near- 
est available  parking  space: 
systems  to  give  public  trans- 
port priority  at  traffic  lights; 
and  bus  stops  that  provide 
real-time  Information  on 
when  the  next  bus  is  due. 

The  technologies  by  them- 
selves are  not  revolutionary 
and  are  widely  used  else- 
where. Turin  has.  however. 


Crowds  throng  London's  Earls  Court  Station:  transport  telematics 
could  reduce  the  problems  rony  Andrews 


gone  further  than  most  in 
co-ordinating  the  different 
systems  to  build  what 
experts  call  an  Integrated 
Road  Traffic  Environment. 

Travellers  can  access  real- 
time  multi-modal  informa- 
tion - over  the  Internet,  for 
example  - before  setting  off 
and  during  their  trip.  More- 
over, the  whole  traffic  net- 
work is  managed  according 
to  actual  demand  and' strate- 
gies designed  to  favour  pub- 
lic transport 

Field  trials  conducted  in 
1997  demonstrated  that  the 
5T  initiative  cut  journey 
times  by  up  to  . 19  per  cent 
for  public  transport  and  22 
per  cent  for  private  traffic. 
The  scheme  is  limited  to  a 
handful  of  major  roads,  but 
if  it  were  extended  to  the 
whole  erf  Turin,  the  city  esti- 
mates it  would  reduce  aver- 
age journey  times  by  25  per 
cent,  cut  pollution  by  18  per 
cent  and  yield  energy 
savings  of  18  per  cent 

Yet  despite  the  promise 
shown  by.  this  and  similar 
projects,  proponents  of 
transport  telematics  com- 
plain of  the  lack  of  political 
consensus  - and  funds  - 
needed  to  implement 
schemes  on  a wider  scale.  “A 
lot  of  transport  telematics  is 


very  politically  sensitive,” 
says  Ms  Mollet. 

She  worries  that  develop- 
ing nations  may  overlook 
transport  telematics  in  then- 
rush  to  embrace  private  car 
ownership  and  emulate 
richer  nations.  Polis  recently 
conducted  a survey  of  cities 
in  eastern  European  coun- 
tries, some  of  which  are  can- 
didates to  join  the  European 
Union.  The  findings  were  a 
disappointment  to  Polis  as 
they  revealed  that  policy- 
makers gave  highest  priority 
to  building  new  roads  and 
parking  spaces. 

Schemes  to  encourage 
inter-modal  transport  and 
improve  the  reliability  of 
public  transport  came  bot- 
tom of  the  list.'  “Eastern 
Europe  may  make  the  same 
mistakes  as  their  neighbours 
in  the  west  in  scrapping  pub- 
lic transport,"  says  Ms  Mol- 
let, who  is  also  dismayed  at 
China’s  recent  decision  to 
promote  the  car  over  the 
bicycle. 

One  of  polis'  new  priori- 
ties is  thus  to  develop  low- 
cost  telematics  applications 
designed  to  appeal  to  the 
limited  budgets  of  develop- 
ing nations.  But  persuading 
them  to  keep  the  car  at  bay 
will  be  no  easy  task. 


VIEWPOINT:  RAY  HAMMOND,  IT  guru  on  attitudes  towards  the  online  world 


Intriguing  possibilities 


The  US  and  Europe  have  different  cultural  attitudes  to  information  technology, 
says  Ray  Hammond,  interviewed  here  by  Mark  Vernon 


□ “The  GE  lags  behind  the  US  by  21 
months  and  five  days  in  terms  of  its 
online  development-” 

2 “Ninety-five  per  cent  of  busi- 
nesses in  Europe  have  not  yet  begun 
to  think  about  becoming  virtuaL” 

□ “The  bandwidth  problem  will  be 
solved  by  2002." 

□ “In  1999,  Europe  will  realise  that 
the  apparent  over-evaluations  of 
Internet  brands  are  actually  worth 
every  penny.” 

*** 

Predictions  are  the  stock  in  trade  of 
the  IT  futurist  This  clutch  falls  from 
the  mouth  of  Ray  Hammond  within 
a few  short  minutes  of  meeting  him. 
It  suggests  showers  of  commercial 
opportunities  for  Online  business 
over  the  next  few  years. 

But  it  Is  the  precision  of  Mr  Ham- 
mond’s oracles  that  is  particularly 
notable  and  which  makes  his  audi- 
ences sit  up  and  listen.  For  although 
it  is  impossible  to  underestimate  the 
impact  computers  will  have  on  the 
world,  correctly  anticipating  the 


form  this  will  take  Is  another  matter 
entirely. 

British-born  Mr  Hammond  is  a 
syndicated  columnist,  author  of  a 
number  of  bestselling  books,  and  a 
regular  on  the  international  lecture 
circuit  Arguably  his  most  important 
book  was  the  almost  evangelistic 
Digital  Business. 

He  is  a vocal,  penetrating  and 
highly  critical  analyst  of  the  Micro- 
soft empire,  headed  by  Bill  Gates. 
Currently,  Mr  Hammond  Is  thinking 
about  the  philosophy  of  the  Internet 
age.  But  how  can  he  pinpoint  the 
extent  to  which  the  UK  lags  the  US 
to  within  a day?  And  of  what  possi- 
ble interest  can  such  an  insight  be? 

The  calculation  is  in  part  a rhetor- 
ical trick.  It  was  just  over  two 
months  ago  - on  November  5,  1998, 
to  be  precise  - that  British  Telecom- 
munications carried  more  data  than 
voice  on  its  UK  network  for  the  first 
time.  AT&T  reached  the  same  mile- 
stone in  the  US  just  21  months  and  5 
days  previously  on  February  l,  1997. 

“This  is  not  a absolute  measure  of 
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ate  reason  for  the  dififerentu 
ous.  American  citizens,  vrt 
work  or  play,  are  far  hapj 
municating  electronically  tt 
peans,  whether  by  e-mail 
conferencing. 

But  there  are  deeper 
issues  at  work  here,  too.  i 
culture  looks  to  the  future  fc 
has  so  little  past  “When  . 
talk  in  the  US,  the  response 
affirmative,  a ■yes’.  But  wl 
finished  on  the  stage,  say 
land,  the  response  is  a mui 
don’t  knows'  and  Tt  woul< 
pen  here’.  America  has  th 
tage  of  a cultural  read 
embrace  the  new  world." 

On  a more  abstract  level 
results  from  a confusion  oi 
intangible  with  what  is 
"Business  managers  thi 
paper  ia  real  because  it  is 
whereas  the  screen  is  unreal 
it  is  virtual."  Mr  Hammo 
“But  we  are  by  nature  vtr 


v.  -• 


H*wi°nd  says  “Europe  stffl  has  big 
to  overcome’ 

™aivtLver  we  P^ted  piett 
on  cave  walls," 

ntrtP  « rather  less  romai 
“ JJ*  “unnatural”  resists 

frirnw?^  t0day  ^ b P'S*®1 
European  commerce  from  relies 

^pressure  of  physical  transact! 
J?  business  Processes  and  reap 
stupendous  savings  as  a result 

wnm°nsider  cqse  a 35-year 
e °“an  m a large  company  wit 
Mr  Hammond  * 
£££?*  ou;  s'1*  * Pregnant. : 
^ffting  people  to  know,  a 
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SANDERSON 


Tel:  01709  787  787  _ 

Fax:  01709  787  788  ff  SeTVlC#* 

E-MaH:  SeanH@Sandereoivcfatco.uk  g 

^7  iS 8 HK>  Prf,™er  supplier  of  IT  services  and  software  with 

USA  New  5J?,e  4nrte?  Kingdom,  Ireland  and  operations  in  Australia, 

an  pvtane-  a ania!?^  ^ast  As'a-  Sanderson  has  developed  and  owns 

inducSfpC  Lnw  port*.oUo.  of  software  packages  for.  a wide  range  of 
industries  and  applications  including: 

Loeal  Government 
Schools  & Colleges 
Beet  Management 
Anports 

Financial  Management 
Healthcare 


Manufacturing 
Processing  Industry  • 

Direct  Marketing  & Mail  Order 
Finance  and  Distribution 
Printing  Industry 
Media  Industry 


n^...naustry  Healthcare 

Cretin  Management  & CoHectrons  Multimedia  & CBT  Training 


Logistics  and  Distribution 
Hotel* 

Solicitors 

' Billing  and  Customer  Services 
Insurance 
PoRce  & Security 

Document  image  Processing 


Geographical  Coverage:  International 


O SANDERSON 


Glotel  n Search  & Sdtctk* 

The  Quadrate 
180  Wariour  Street 
London  W1V4AE 
fet-nU  (0)171  7341012 
Campaign:  +44  (0)  148  389  0202 


Mi 


Please  visit  http-V/www. 

globalresourdng.com 

We  are  committed  to  offering 
IT  Professionals  a service  based  on  urgency, 
efficiency  and  attention  to  detail. 

CaS  Bahman  Farad,  Group  Manage; 
direct  on  +44  (0)  171  478  1383. 


Year2000  Analysis  / Conversion  for  ALL 
platforms  / Languages  Year2000  Auditing 
Euro  Conversion  Bespoke  Development 
Program  Language  Conversion 
Maintenance  Onsite  / Offsite  / Offshore 
Low  Cost  - Fast  Turnaround  ISO  9001 
Quality  C’Quest  International  Ltd  is  a UK 
based.  World-wide,  leading  provider  of 
automated  toolsets  and  services 
addressing  the  Y2k  and  euro  problems, 
and  general  IT  services  for  all  industries. 
Please  call  or  email  us  to  receive  further 
information  on  the  above  offerings. 

Contact:  John  Breda 
Tel  /Fax:  01344-875106 
Email:  cguest@dial.oioex.com 
Web:  cquest2000.com 


International  Trade  Consultants 
BRCL  offers  a mmprehenswe  range  of  serwe  for 
conducting  business  in  the  global  economy  induing 

• Re-engineering  your  company 

• Arranging  international  Joint  Ventures/ 

• Partnerships with  major  international  clients 

• Access  to  International  Lt  markets 

• A rast  range  of  dent  semiconductor; 
software  and  services.  Including  offshore 
software  development,  reengineering  and  a 
range  of  International  banking,  manufacturing, 
Y2K,  Mufti-media  and  Datawarehousing 
product  and  expertise. 

Please  contact 

Mi  Chris  Risk,  Director -BRCL 
795  Honow  Rood,  WeriJeftloedo^  KAO  2UL 
Tefe+44 10)1819044464 
• Fax:  +44  (0)  181  904  6353 
mA  brd@aaiTy.cojA 


SUPPLY  CHAIN  FORCES  YEAR  2000  ISSUE 

Companies  having  to  replace  business  applications  in 
1999  need  to  take  a hard  look  at  what  they  are  buying 
and  why  if  they  are  to  avoid  becoming  a business  failure. 

The  problem  that  many  haven't  recognised  is  that 
Y2K  is  going  to  have  a significant  impact  right  through 
the  Supply  Chain.  Almost  every  company  will  either  have 
to  change  some  suppliers  to  maintain  service  levels  or 
find  new  customers  to  maintain  revenues.  This  means 
they  will  have  to  change  the  way  they  do  business  in 
1999  to  some  degree  just  to  keep  the  status  quo.  And 
inevitably,  this  win  be  necessary  during  the 
implementation  of  the  new  applications. 

As  a result,  the  applications  they  chose  must  be 
highly  flexible  and  adaptive  to  change  as  well  as  quick  to 
implement. 

This  is  the  case  with  JBA’s  System  21  applications 
and  Active  Enterprise,  it  gives  companies  the  ability  to 
create  or  amend  business  processes  in  a matter  of  hours 
and  deploy  them  m the  company  straight  away  - even 
during  an  implementation.  At  a time  when  flexibility  and 
speed  of  implementation  are  critical,  companies  should 


Touchscreen  EPOS 

Within  the  past  year  we  have  supplied 
touchscreen  EPoS  or  Stock  Control 
systems  for  hosprtafity,  leisure  and  retail 
clients  in  over  600  sites  In  the  UJC, 
Canada,  Brazfl,  Germany,  Spain,  Poland 
and  Japan. 

For  peace  of  mind,  both  now  and  beyond 
2000,  contact,.  Stephen  MafltoM  . 

Managing  Director 
Vamars  CofT^Hitar  Systems 
2*9,  Upper  TbW  Street. 

Wtlan  Gate  West 
Miton  Keynes,  Mire  IDS 
+44(0)  1906350560 
9McnenJiUnsflaljeviMiLum.Ca.UK 


VENNERS 


Solutions  for 
Internet,  Intranet 
and  CD-ROM 

knowledge vi  ew  no.  Publishing 

Know  ledge  View  Limited  has  been  building 
successful  large  scale  Internet  information 
systems  for  some  yearn.  We  am  help  with; 

• Yonr  information  systems  strategy  • Build 
your  dynamic  corporate  information  centre 

• Provide  database  publishing  systems  for 
Internet  paper  and  CD-ROM  •Publish  the 
contents  of  your  corporate  databases  for 
secure  CD-ROM  searching  • Multilingual 
solutions  • Custom  software  development. 

To  find  out  more  contact  us  at 

Tet  0181 399  9734 

emalhstippottjBknowledgeview.coLuk 
Web  site:  wvrwJknowledgevlewxo.uk 


, Graphical  Business  Modelling  + Automatic  Software  Generation 
+ Integration  To  Legacy  systems  = Tbtal  Business  Solution 


4Di  from  the  BBT  Group  is  a new  concept  in  system  requirements  definition,  delivery,  and  legacy  system 
integration,  to  support  businesses  in  gaining  and  sustaining  competitive  advantage.  In  developing  4Di 
BBT  has  recognwcd,  through  their  woifc  with  a number  of  blue  chip  companies,  the  importance  of  first 
graphically  modelling  the  role  of  the  operational  procedures  within  the  overall  context  of  rive  business. 
Adopting  this  approach  allows  business  people  to  challenge  current  practices,  and  fully  exploit  their 
casting  investment.  Business  workflow,  system  presentation,  and  legacy  integration,  w described  in  terms 
understandable  by  everyone.  Business  Objects  and  Rules  are  defined  and  aligned  to  the  models  to 
further  describe  rite  fundamental  knowledge  of  the  business.  Once  the  modcIEng  process  is  complete, 
4Di  uniquely  generates  the  business  solution  directly  and  rapidly  from  the  models  ensuring  a dose  match 
with  specific  needs.  As  a ‘quid;  start'  a number  of  Application  Frameworks  are  available  to  form  the  bans 
of  an  effective  and  economkaj  EBP  system. 

Businesses  are  Suid  environments  constantly  changing  requiring  modification.  4Di  enables  supporting 
systems  to  be  kept  apace  with  business  change.  Applications  arc  simply  regenerated  using  the  modelling 
rooL,  with  no  need  for  costly  and  complicated  alterations  to  software  programs. 

With  4Di,  the  BBT  Group  has  the  technology  to  deliver  what  other  systems  can  only’  promise. 

BBT  Group  - 13,  Adam  Court,  Newark  Rrxad,  Fcngatc,  Peterborough, 

PB1  SPP,  01733  3S3737  <6*  353728) 


fKommun  icate 

Communications  Software 

Kommusicate  Limited ^er  expert  and 

client  support  tx  the  field  of  unified 


desktop.  Tbe  company  snppHes  endsupports 
JhfeUHX;  tbe  UN  fax 

foutfedmemegiugsohafondmt  toted* 
telephone  system  to  tbe  computer  uetnork. 

Tor  information  on  tbt  products,  services 

01962  835023 

imtrw.kommtmicd.te.co.uk 


Simulation  software  solutions  for  industry 


Throughout  your  entire  product  or  process  life  cycle.  Prosolvh  helps  you 
cut  lead-times  and  costs  and  develop  a crucial  competitive  edge. 


fi-* 

Proiolvi.1  r.lfice:  G..rili>a;il.  1.  $-112  50  Gc-Hif-nhurc  SwCul R 
Piiuoc:  f4C  3J  ?C3  52  00.  ?.,»  3!  703  52  30.  nmi.presalvis.sr-  E-frail:  itp-irfs  -pro'clvi.i.-.n 


Millennium  Auditing 

FOR  BUILDING  SERVICES 

Satchwell  have  developed  a unique  programme  for  auditing  your  building  control 
systems,  assessing  risks  and  managing  Year  2000  Compliance.  You  can  select 
from  a flexible  five  point  plan  to  take  you  up  to  the  Millennium  and  beyond, 
giving  you  peace  of  mind  that  your  systems  and  plant  will  not  let  you  down. 

In  addition  let  us  show  you  how  to  make  energy  savings  pay  for  major  building 
system  upgrades.  Satchwell  have  fine-tuned  the  Performance  Contracting  process 
that  helps  facility  managers  get  the  building  systems  they  need  with  no  increased 
capital  outlay.  Following  a seven  step  plan  we  can  address  your  specific 
performance  contracting  opportunities  in  a process  designed  for  your 
organisation. 

Contact  Paul  Webb  or  Phil  Bolus  via  our  24hr.  telephone  service: 

0870  606  2800 

SatehwefiX^ 

Satchwell  Control  Systems  Limited, 

Famhara  Road.  Slough,  Berks  SL1  4UH 


A State  Qranp  Company 


FT-IT 


The  Solution  Point  for  your  IT  requirements 

To  advertise  call  The  Sales  Team  on  +44  (0)171  306  0300 

e-mail:  schannon@mongooseltd.co.uk 


xv 


r 


-‘“I* 


XVI 


FINANCIAL  TIMES 


WEDNESDAV  JANUARY  13  1999 


FT-IT  REVIEW  16  THE  SHAPE  OF  THINGS  TO  COME 


ACADEMIC  VIEWPOINT:  HARVARD  PROFESSOR  JAN  HAWKINS 


The  challenge  is  to 
match  educational  needs 
with  computer  power 


Intelligent  use  of  information  technology  can  help  the  learning 
process,  but  traditional  teaching  methods  will  continue  to  play  a 
vital  role  in  and  outside  the  classroom,  says  Jan  Hawkins, 
interviewed  here  by  Victoria  Griffith 


US  schools  spend  hundreds 
of  millions  of  dollars  each 
year  on  technology.  Hooking 
every  American  classroom 
up  to  the  Internet  has  been  a 
priority  of  the  Clinton 
administration.  In  a recent 
US  Education  Department 
survey,  parents  placed  tech- 
nological skills  just  below 
reading  and  writing  as  the 
areas  their  children  most 
needed  to  master  to  ensure  a 
successful  future. 

Yet  the  case  for  Improving 
education  through  technol- 
ogy is  still  weak.  Two 
months  ago,  a Boston  Maga- 
zine survey  showed  that  In 

the  New  England  area,  state 
schools  spent  much  more 
than  preparatory  schools  on 
technology;  their  scores  on 
standardised  tests,  however, 
were  far  lower. 


So  is  technology  a waste  of 
money  or  the  panacea  for  a 
troubled  school  system? 

Neither,  according  to  Jan 
Hawkins,  a guru  of  technolo- 
gy's Impact  on  learning  and 
a professor  at  Harvard’s 
School  of  Education.  “Tech- 
nologies themselves  won’t 
bring  revolution,”  says  Ms 
Hawkins.  "Scores  won’t 
magically  rise  when  you  put 
computers  in  the  classroom. 
But  computers  can  help 
people  to  learn.” 

In  fact,  they  are  doing  so 
in  some  unexpected  ways. 
Many  people,  when  they 
envision  technology  in  the 
classroom,  think  of  the  com- 
puter Itself  as  a teacher.  A 
child  may  be  seated  In  front 
of  a sophisticated  maths  soft- 
ware program,  for  instance, 
to  gain  supplemental 


instruction.  “While  some 
educational  software  Is 
good.”  says  Ms  Hawkins, 
“such  programmes  are  a 
poor  use  of  expensive  tech- 
nology. Using  technology  In 
that  way  does  not  boost 
examination  scores.” 

Some  of  the  best  uses  of 
technology.  In  fact,  do  not 
involve  the  child  at  all,  Ms 
Hawkins  paints  out.  At  US 
schools,  for  example,  teach- 
ers and  administrators  have 
used  the  technology  to  good 
effect  by  reducing  paper- 
work, thus  freeing  up  time 
to  spend  on  instruction. 

Universities  are  relying  on 
technology  to  cut  through 
red  tape  as  well.  At  the 
Wharton  School  of  Business 
at  the  University  of  Pennsyl- 
vania, students  use  an  Intra- 
net to  register  for  courses, 


download  course  assign- 
ments and  deliver  home- 
work. 

Improved  communication, 
through  the  Internet,  has 
also  proved  a powerful  tool 
for  better  learning.  Ms 
Hawkins  points  to  the  expe- 
rience of  the  Union  City 
school  district  In  New  Jer- 
sey. In  the  early  1990s,  Union 
(Sty's  school  district  was  dis- 
tressed. Test  results  ware  so 
bad  that  the  state  had 
threatened  to  take  over  its 
administration.  Officials 
knew  major  changes  were 
needed  in  curriculum, 
scheduling  and  twanging 
methods. 

At  the  same  time,  Bell 
Atlantic,  the  US  telephone 
company,  was  looking  for  a 
school  to  use  as  a test  case 
for  new  technology  like  the 
Internet.  The  school  was 
wired,  and  computers  were 
installed  in  every  classroom. 
Test  scores  improved  dra- 
matically. 

Union  City  has  become 


A chad  Shall  few)  thane  Anna  Walter,  aged  vino,  a thW-gractor  at  L’Ouvwtwr* 

School,  tractes  a group  of  adults  about  the  u»  of  the  Mamet  The  school  In  Wichita,  Kansas,  b 
natkmaBy  racogntood  In  the  US  for  ft#  technology  and  computer  programmes  » 


such  a success  story,  in  feet 
that  it  has  become  a model 
for  the  use  of  technology  in 
the  classroom.  But  perhaps 
the  biggest  surprise  in  the 
experiment  is  that  much  of 
the  added  learning  did  not 
take  place  In  the  classroom 

at  all 

“One  of  the  most  impor- 


tant things  that  happened  in 
Union  City  was  that  Bell 
Atlantic  connected  the  par- 
ents to  the  system  as  well,” 
says  Ms  Hawkins.  “Every 
seventh  grader  was  given  a 
computer  to  use  at  home, 
and  the  parents,  as  well  as 
the  kids,  were  trained  in 
how  to  use  it” 


SIEMENS 
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What  kind  of  a world  is  this  in  which  a 
notebook  outperforms  a mainframe? 

A notebook  using  the  latest  security 
features  such  as  a chipcard  reader  instead 
of  simply  a password.  A notebook  with  a 
removable  infrared  keyboard  and  a fully 
recyclable  magnesium  housing.  A notebook 
that  for  storage  offers  a massive  8Gb  hard 
disk  drive  and  two  RexiBays  that  can 
accommodate  extra  hard  disk,  ZIP  drive, 
floppy  drive,  DVD  Drive  or  a CD-ROM  drive 
not  to  mention  the  battery.  A notebook  which 
can  connect  up  to  127  external  peripheral 
devices  simultaneously  through  its  Universal 
Serial  Bus  (USB)  interface.  . 

It's  the  world  in  which  the  SCENIC  Mobile 
800  received  the  PC  Magazine  Technical 
Innovation  Award  for  Best  Portable  System. 
Tomorrow's  world,  but  today. 

For  more  information  on  our  complete 
range  of  award  winning  notebook  PCs 
visit  htiptfww/vjiemens.co.uk/cs  or  call 
0800 125555.  ftmuhi 
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SCENIC  Mobile  800 

Siemens.  Information  meets  Communication 


As  a result,  parents 
became  Car  more  involved  in 
their  children’s  education. 
They  used  the  Internet  to 
nnfl  out  if  their  children  had 
homework,  then  made  sure 
assignments  were  complete. 
Through  e-mail,  they  were 
constantly  appraised  of  their 
children's  performance,  and 
so  were  able  to  respond 
much  more  quickly  when 
problems  arose. 

The  Internet  also 
improved  student-fco-student, 
and  teacher-to-teacher  com- 
munication at  the  Union 
City  School.  Through  e-mail, 
teachers  were  able  to  collab- 
orate far  more  easily  on 
interdisciplinary  projects. 
Students  began  to  send  each 
other  e-mails  as  well,  some- 
times just  to  gossip. 

“One  of  the  big  surprises 
was  the  impact  the  technol- 
ogy had  on  writing  skills,” 
says  Ms  Hawkins.  “The  kids 
suddenly  had  an  incentive  to 
actually  put  their  thoughts 
into  words.  Having  an  audi- 
ence made  a big  difference." 
In  fact.  Union  City  Bchooi 
children  now  outperform 
other  students  in  the  area  in 
writing  skills  on  standar- 
dised tests. 

The  stakes  of  technology 
In  education  are  rising.  The 
cost,  once  Internet  connec- 
tions and  multimedia  equip- 
ment are  taken  into  account, 
is  fbr  higher  than  it  was 
when  computers  were  sim- 
ply used  as  word  processors. 
Expectations  of  what  tech- 
nology can  do  for  learning 
have  also  been  elevated  by 
the  advent  of  the  world  wide 
web,  video-conferencing,  and 
other  tools. 

Sucpess  stories  abound, 
says  Ms  Hawkins.  Business 
schools  and  medical  schools 


RAY  HAMMOND;  IT  guru 


jan  HawWns  says  ‘the  statos  of 
technology  in  education  am 
rising* 

are  among  the  best  users  a* 
technology.  “ Medic*  [ 

schools,  in  particular,  hai  ( 
made  great  use  of  simula- 
tions to  help  students  learn," 
says  Ms  Hawkins. 

“Computers  can  help  you 
see  how  all  the  parts  of  a 
system  impact  each  other,  at 
once.  That’s  very  difficult  to 
do  in  lecture  or  textbook 
form." 

Yet  teachers  and  adminis- 
trators have  also  made  many 
mistakes.  *Tve  seen  comput- 
ers just  sit  in  boxes  because 
teachers  couldn't  figure  out 
what  to  do  with  them,"  says 
the  Harvard  professor. 

The  situation  is  improv- 
ing. however.  Most  schools, 
for  instance,  have  learned 
that  training  - of  the  teach- 
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Themes  for  1999 

Details  of  forthcG;mng  issues 
of  the  FT's  monthly  Review  of 
Information  Technology  appear 
on  page  14  of  this  issue. 


ers,  administrators,  eves 
parents  - is  necessary  in 
order  to  take  full  advantage 
of  the  technology.  Yet  Ms 
Hawkins  says  she  still  sees  a 
lot  of  waste:  technology  and 
computer  programs  that  are 
not  integrated  with  the  net 
of  the  curriculum,  systems' 
that  are  used  heavily  by 
few  teachers  and  all  buff 
ignored  by  others. 

“I  see  the  most  serious 
mistakes  happening  less," 
says  Ms  Hawkins.  “But  we 
still  haven’t  come  com- 
pletely to  terms  with  how 
best  to  use  technology  in  the 
classroom.  Computers  can 
be  oversold  as  a magical 
device.  In  reality,  they  can 
be  an  enhancement  but  not 
a replacement  for  non-tech- 
nology-based learning.” 


Europe  ‘could  steal  a 
march  on  the  US’  i 
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her  best  friend  to  call  the  HR 
[human  resources]  office  and 
find  out  about  maternity 
benefits.  The  HR  person 
takes  the  call,  goes  to  the  file 
and  puts  a leaflet  in  the  post 
The  whole  process  takes 
about  45  minutes  and 
involves  three  people.  Set 
that  against  a dick  on  an 
HR  web  site  which  one  per- 
son can  do  in  a few  seconds, 
all  on  her  own." 

The  point  is  that  enter- 
prises today  are  filled  with 
this  kind  of  time-sapping 
routine,  accepted  as  neces- 
sary but  actually  relentlessly 
dulling  the  efficiency  and 
creativity  of  processes  that 
should  enhance. the  busi- 
ness. If  the  IT  industry  la  to 
be  characterised  by  anything 
over  the  next  five  years,  it 
will  be  in  the  wholesale 
automation  of  these  ungla- 
morous  but  critical  transac- 
tions. 

But  let  it  not  he  said  that 
the  IT  business  is  unexciting 
or  that  Europe’s  second 
place  is  set  in  stone.  It  is 
possible  that  in  the  next 
three  years  Europe  could 
steal  a march  on  the  US  and 
overtake  it.  The  reason  lol- 
lows  from  contemplating 
what  the  next  “killer  appli- 
cation” could  be. 

"It  will  be  a hand-held 
‘something’  - no-one  can 
know  the  language  of  the 
future,"  says  Mr  HammomL 

The  "something”  will  be 
the  device  that  best  exploits 
the  convergence  of  wireless 
telephony  with  the  Internet 
aad  the  perpetual  power  of 
technology  to  miniaturise 
especially  through  proces- 
sors capable  of  voice  recogni- 
tion. "Anything  without  a 
keyboard  stands  a great 
chance."  ^ 1 

ofLthe  most  intriguing 
things  about  this  device  is 

that  it  wfll  require 

operating  system  and  set  of 


standards.  The 

could  be  Europe’s  next 
eration  GSM  (global  syi 
for  mobile  comm  uni  cat 
due  out  in  18  months’ 
and  Mr  Hammond  bell 
these  could  win  out  ova 
US  equivalents. 

GSM  has  performed 
in  the  massive  market 
Asia,  potentially  turning 
technology  into  the  plab 
of  choice  for  billiom 
people. 

In  the  battle  over  op 
mg  systems,  Psion  of  the 
and  its  fellow  member 
the  Symbian  consortiu 
Nokia  and  Ericsson 
Europe  mid  Motorola  of 
US  - could  pun  the  rug  J 
underneath  Microsoft’s 
in  this  arena. 

“I  am  not  saying  that ' 
dows  is  going  away. 
Gates  is  increasingly  un 
to  contain  the  IT  contai 
There  could  be  a shift  in 
balance  In  favour 
Europe." 

Mr  Hammond  could  ha 
be  more  approving  of 

favourable  position  I 
Britain  is  creating  for  ft 
He  thinks  Peter  Mandel 
who  resigned  just  be: 
Christmas  as  UK  trade 
industry  secretary  over 
personal  financial  afla 
was  “spot  on"  with 
approach. 

”1  watched  the  Quei 
Speech  [at  the  opening 
Parliament]  and  the  e 
tronic  commerce  bill  was 
. t item  of  business.  1 
is  wry  significant.”  T1 
jP16  still  substantial  hun 
for  Europe  to  ovsreo 
notably  the  thorny  issue 
indirect  taxation. 

at  least  o^corcdnc 
tins  IT  futurist,  the  signs 
that  Britain’s  New  .Lab 
government  has  fully  uni 
®tood  the  potential  for 
UK  economy  if  it  can  beet 
toe  digital  leader  In  Eure 
The  impetus  now  needs  tc 
maintained. 


